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“Black Friday” Twenty-five Years Ago 


There are many among us still—and they were not all in 
Wall Street—who will never forget Black Friday twenty-five 
years ago. Those with better memories will‘doubtless recall 
the course of events in the stock market which led up to 
the crash in 1929. The painful years immediately following 
that debacle have not faded entirely from the memories of 
‘the oldsters. 


Meanwhile, a younger generation which has to learn of these 
stirring events largely from the printed page, has, however, 
come on. For those who did live through it all, and for 
those others who find some of the more important facts 
fading from their memories, a graphic picture of what hap- 
pened in Wall Street from the end of 1926 to the end of 
1932 is presented on page 406. 


The Elements of Stability 


The theme underlying the seasonal variation in business 
activity since last May has been stability. This level melody 
will probably linger on into the near future, according to the 
foreshadowing statistics. While capital outlays are expected 
to drop, their decline should be offset by the continuing rise 
in private residential construction. And the crescendo in 
consumer spending should more than balance out the more 
moderate diminuendo in defense outlays. (See next page.) 


Fixed Savings Have Grown 


Savings which are fixed in amount and periodicity—con- 
tractual savings—constitute a relatively inflexible drain on 
current income receipts. For the consumer sector, such sav- 
ings take the form of retirement of instalment debt, amortiza- 
tion of home mortgage debt, and payment of insurance 
- premiums. In post-World War II years, these savings media 
have grown markedly. Their impact on disposable personal 
income and their role in total personal savings are discussed 
beginning on page 416. 


Pick a Number 


If asked, “What’s the largest trade corporation in the 
United States ?”’ a majority of people would probably answer 
the Atlantic and Pacific Tea Company. And they’d be right. 
But the proportion of accurate guesses would fall sharply if 
the question concerned the fifth or tenth largest company. 
However, take any number from one to 100, ask the same 


Copyright 1954 by 
National Industrial Conference Board, Inc. 


Vol. XI, No. 10 


Record e 


389 


question, and the right answer can easily be found on page 
396. The article also yields facts on the total assets, net worth, 
inventories, total current assets, total current liabilities, 
sales, income before taxes, income after taxes, and dividends 
paid of the “100 Largest Trade Corporations in 1953.” 


A Quick Look at OASI Changes 


Building on the existing structure of the Social Security 
Act, the 1954 Congressional amendments broadened the scope 
of Old-age and Survivors’ Insurance so as to give more bene- 
fits to more people. Coverage has been extended to include 
10 million additional persons, and benefit payments have 
been raised. 

The new amendments also liberalize the provisions con- 
cerning earnings after retirement, and protect the benefit 
rights of those who become disabled prior to retirement age. 

For a summary of the effect of the amendments on indi- 
vidual payments and benefits, see “Social Security Ex- 
panded,” on page 420. 


Not for Speculation 


Anticipation, not speculation, is the reason why industrial 
corporations own real estate in excess of current needs, 
according to this month’s survey of business practices. An 
overwhelming majority of the manufacturing companies sur- 
veyed by Tue ConFERENCE Boarp state that they hold 
“at least a few acres” of land with an eye towards future 
expansion. 


What is management’s policy with regard/to this reserve 
land? What are the basic functions entailed in its adminis- 
tration? To whom is the responsibility assigned? A sum- 
mary of the answers of 145 companies, and several case 
studies, are included in “Corporate Real Estate Policies,” 
starting on page 408. 


CCC and the Farm Surplus 


Problems of farm price support—which commodities to 
support, what percentage of parity to allow, and whether to 
set rigid or flexible supports—are ever present in political 
powwows. In this Congressional election year, what is the 
agricultural picture ? 

Why is there such a large surplus? What is being done 


about it?s What price support changes were made in the 
Agricultural Act of 1954? (Page 400.) 


IMPLICATIONS OF STABILITY 


The tone of business indicators is still steady and strong 
after a year of inventory liquidation 


N MID-SEPTEMBER, business was still doing 
i{ what it was doing in May. Since early Spring, 

neither production nor price nor the grand aggre- 
gate of production and price, the gross national 
product, has revealed anything more or less than 
typical seasonal behavior. 

For the past four or five months, statisticians have 
had a wholly unprecedented opportunity to observe 
seasonal correction factors at work, under conditions 
of almost laboratory control. The results, it might 
be added, have been very gratifying. While actual 
department store sales swung downward over 15% in 
July, and then upward over 10% in August, the ad- 
justed department-store sales index of the Federal 
Reserve moved placidly through the summer within 
more than a one-point change. The Federal Reserve’s 
unadjusted index of industrial production dutifully 
declined 6% in July, and then rose 7% in August— 
exactly the movements anticipated by the seasonal 
adjustment. The highly volatile Department of Com- 
merce series on net new orders of durables manu- 
factures, seasonally adjusted, has not managed more 
than a 2% month-to-month change since March, 
although the unadjusted figures have fluctuated as 
much as 6% per month. 


FORESHADOWING FIGURES: CAPITAL OUTLAYS 


Judging from preliminary indications, the rate of 
gross national product in the third quarter (seasonally 
adjusted) was about unchanged from the second quar- 
ter, which was, in turn, about unchanged from the 
first quarter. And the composition of mild, offsetting 
trends that appeared early in the year will evidently 
reappear in the official third-quarter GNP estimates 
when they are released. Construction activity has 
continued to rise; outlays for defense and for producer 
durables have continued to decline; total consumption 
outlays have continued firm to slightly rising; inven- 
tory has continued to drain off. Taken together, the 
available foreshadowing statistics—in capital goods, 
construction, defense demand, and consumer durables 
demand—do not provide much evidence of a change 
in the near future. Except for the interesting fact that 
inventories are still being liquidated at an impressive 
rate (see below), midsummer, 1954, has provided a 
textbook case of equilibrium. 

In September the Department of Commerce, re- 


porting the results of its survey of business intentions 
conducted in August, announced that outlays for 
plant and equipment in the last half of 1954, after 
seasonal adjustment, will be about 4% below the first 
half, and about 8% below the peak reached in the last 
half of 1953. By the fourth quarter of 1954, accord- 
ing to the survey, outlays by manufacturing industries 
will have subsided about 13% from their peak rate of 
the third quarter of 1953. Transportation and public 
utilities industries also show relatively pronounced 
drops in investing rates, while outlays in mining and 
in commercial and miscellaneous activities, are evi- 
dently holding up very well. 


IMPACT ON EARNINGS 


In the preceding survey, taken in May of 1954, the 
indicated decline in the seasonally adjusted rate of 
total outlays from the second quarter of 1954 to the 
third quarter was very shallow—so shallow that it 
suggested a tapering off of the general decline in busi- 
ness investment, and thereby touched off a good deal 
of optimism about business spending in late 1954 and 
1955. In the August survey, the decline from the 
second to the third quarter is considerably sharper, 
although the change is due more to an upward re- 
vision in the second-quarter estimate, than to a down- 
ward revision in the third quarter. The decline indi- 
cated for the fourth quarter is about twice as rapid as 
in the third quarter. 

It might be expected that the slowing of the business 
pace in the past year would have had some downward 
effect on profits expectations, and hence on invest- 
ment rates, and certainly this mechanism accounts for 
some part of the decline in capital outlays indicated 
in the August survey. In general, investment rates 
have fallen relatively sharply where declines in after- 
tax profits have been sharp (see chart). Among 
manufacturing industries, steel, nonferrous metals and 
textiles have suffered the most severe contraction in 
earnings; they also show the sharpest downtrend in 
plant and equipment outlays. Conversely, the trans- 
portation equipment and petroleum industries, which 
have enjoyed favorable earnings performance in 1954, 
show the smallest declines in capital outlays. The 
Department of Commerce has reported that in 1954 
the capital programs of large companies have been 
much better maintained than those of smaller com- 
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panies, while the Federal Trade Commission—Securi- 
ties and Exchange Commission reports on manufacur- 
ing companies by asset-size indicate that large com- 
panies are also doing better profitwise than smaller 
companies. 

Also relevant to the 1954 decline in plant and 
equipment outlays is the dwindling of the stimulus 
provided by the accelerated amortization program. 
In 1953, capital outlays against certificates of neces- 
sity amounted to about $5.6 billion, or roughly 20% 
of all such outlays in that year. By the end of the first 
quarter of 1954—the most recent date for which an 
official tabulation is available—$21.5 billion of the 
total program of $29.0 billion had already been put 
in place. 

While new certificates are still being issued, the total 
volume of fast-amortization expansion outlays is cer- 
tainly subsiding now, and—barring an improbable new 
round of defense expansion—will certainly continue to 
subside in 1955. 


CONSTRUCTION AWARDS HIGH 


The moderate size of this foreshadowed decline in 
capital outlays is convincingly offset by the trend of 
foreshadowing statistics in the construction industry 
—notably in private residential construction. Total 
construction awards in 1954 have run ahead of 1953 
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in every month except April, and there is some evi- 
dence of a recent further expansion in the rate of 
awards. In August, total awards were 11% above a 
year ago; in the first half of September the gap wid- 
ened to almost 20%. 

The bulk of the rise in contract awards has ap- 
peared in private residential building, and, within 
this category, in one-family dwellings (apartment- 
house building is lagging behind a year ago). Of 
course, the rate of actual on-site activity in this seg- 
ment of the construction industry has already risen 
markedly above its level of a year ago: during the 
summer, housing starts have evidently run about 
15% above 1953. But contract awards in residential 
housing have recently been running as much as 40% 
above 1953, and a further rise in seasonally adjusted 
construction activity—that is, a less-than-seasonal 
decline—is virtually assured for late 1954. Even 
early 1955 is beginning to fill out as a period of con- 
struction boom, at least in so far as residential build- 
ing is concerned. 


FORESHADOWING FIGURES ON BUDGET 


Defense activity, on the other hand, seems destined 
to continue the decline begun a year ago, although at 
a much more modest rate. 

On the basis of the August budget revision, mili- 
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tary activities of the Defense Department itself will 
amount to $35.5 billion in fiscal 1955. The other major 
supplementary components of national security out- 
lays—atomic energy, stockpiling and mutual military 
aid—are now budgeted at $6.4 billion, making total 
outlays in the fiscal year $41.9 billion. This is a little 
over $4 billion less than actual outlays in fiscal 1954, 
but it is only about $2.7 billion less than the actual 


rate, without seasonal adjustment, in the second 
quarter of 1954. In fact, until the August reduction 
of about $2 billion in the fiscal 1955 budget for the 
Defense Department, actual expenditures in the late 
months of fiscal 1954 seemed to be closely in line with 
the expected rate in fiscal 1955, and it seemed that 
on a quarter-to-quarter basis little or no decline in 
security outlays would occur in fiscal 1955. ——» 


Steel Receipts and Output, in Steel-consuming Industries 
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Assuming no net change in steel inventories in 1948-1949 
(a fairly realistic assumption), the panels indicate accu- 
mulation of steel inventories when steel receipts are above 
output and liquidation when below output. In the last 
half of 1953, output in steel-consuming industries fell 
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almost as fast as steel receipts, and no net liquidation 
occurred. In the first two quarters of 1954 receipts fell 
well below output, and liquidation is proceeding rapidly. 
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Even under the present schedule, the downtrend in 
deliveries in fiscal 1955 can hardly be very sharp, un- 
less plans undergo still another shift, which is always a 
possibility. Barring such a shift, the decline in the 
annual rate should be only about $1 billion a quarter, 
or less than one half as fast as in fiscal 1954. 

The Budget Bureau has also indicated that while 
about 60% of the year-to-year decline in national 
security outlays will be in hard goods, the order 
rate for major procurement will actually be consider- 
ably above the rate in fiscal 1954, when a basic adjust- 
ment in the procurement backlog was worked out. 
Total procurement and construction ordering in fiscal 
1955 will amount to perhaps $16 billion, as against 
$9 billion in fiscal 1954. Virtually all the $7-billion 
increase should be in hard goods procurement: neither 
construction nor soft-goods procurement is headed 
upward. This in turn suggests that backlogs in dur- 
ables manufacturing industries are likely to be much 
more stable this year than last; about half the $24- 
billion decline in durables backlogs in fiscal 1954 re- 
flected the collapse of the military backlog of prime 
contracts for hard goods. But there is still no indica- 
tion that the new ordering rate will do any more than 
prevent an acceleration in the decline of employment 
in defense production by maintaining a reasonable 
woodpile of military orders. (A modest decline in the 
number of defense workers has already occurred.) 
The fact that the prospective delivery rate on major 
procurement items—aircraft, ships, vehicles, etc.—was 
lowered another $1 billion as recently as August seems 
. to argue that actual defense production and payrolls 
will be declining slowly in fiscal 1955, even though the 
volume of new orders is scheduled to rise sharply. 


FORESHADOWING FIGURES: THE CONSUMER 


The consumer has actually outperformed his re- 
corded anticipations for 1954, in the sense that retail 
trade has done much better than the 1954 survey of 
consumer finances suggested. A summer rerun of the 
survey by the Survey Research Center of the Univer- 
sity of Michigan shows a modest improvement in con- 
sumers’ sentiment about their financial position, and a 
more marked improvement in the percentage of 
spending units who think that this is a good time to 
buy. But the most important conclusions the sur- 
veyors themselves reached were that the indicators of 
consumer buying intentions were still much lower than 
in late 1952, and that the decline in expectations 
found at the turn of the year had been arrested. 

In view of the pronounced improvement in con- 
sumer spending since late 1953, whatever modest im- 
provement in trade was implied in the most recent 
survey may have occurred before the survey was 
taken. In any event, it is hard to spell out, with any 
assurance, a further near-term rise of consumption 
based on the foreshadowing statistics available now." 
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With regard to the major planned sectors of gross 
product, the foreshadowing statistics thus seem to 
average out at stability—up in construction, little 
or no change in consumption, and down moderately in 
capital outlays and defense. 


INVENTORY AGAIN 

Starting late in the second quarter, the drain on 
business inventories was suddenly directed at finished 
goods, and in the third quarter the decline in shipping 
stocks evidently reached very significant proportions. 
In July, book value of goods held by retailers and 
wholesalers declined by $300 million, and finished 
goods stocks of manufacturers declined by about the 
same amount. 

On a gross national product basis—that is, change 
in physical stocks, valued at current prices—liquida- 
tion in June and July was at about a $6-billion annual 
rate (in July alone, the rate was about $8 billion, the 
fastest monthly decline of recent years). It is possible 
now that the third-quarter gross product will show 
the highest general rate of liquidation since the re- 
versal of inventory demand fifteen months ago—and 
by far the highest rate of finished goods liquidation. 

Among raw materials, liquidation has evidently be- 
come selective, coming to a virtual end in many non- 
ferrous metals, but apparently rising in steel (see 
chart). Steel, in fact, has more or less epitomized 
the 1953-1954 inventory liquidation, in so far as it 
applies to raw materials, and a look at the chart on 
page 392 explains, at least in part, why the recession 
in the steel rate has been so prolonged. It also explains 
why the steel rate will almost certainly rise somewhat 
further in the fall (it rose steadily in September). 

In the last half of 1953, as steel output began to 
wobble and then slip downward, consumption of steel 
was falling just as sharply, or more sharply. Signifi- 
cant liquidation of steel did not begin until the first 
quarter of 1954, when steel shipments fell faster than 
activity in steel-consuming industries. Liquidation 
accelerated in the second quarter, as activity rates 
were stable while steel shipments fell. By the end of 
the second quarter, steel output was still declining, 
while consumption of steel stabilized. In some indus- 
tries, such as appliances, consumption actually began 
to advance in the second quarter, while steel receipts 
continued to fall. 


A CLIMB IN STEEL? 


A resumption of full-scale production in the automo- 
bile industry, which now seems assured by late Octo- 
ber, would make the run-off of steel extremely high 
unless it is accompanied by a continued rise in 


1The outlook for retail trade may actually be much better than 
the foreshadowing statistics themselves suggest. The asset position 
of consumers, in terms of real purchasing power, has risen rapidly 
in 1954; the retail price level has been stable to declining, and the 
saving rate is still historically high. See ‘‘Saving, Liquid Assets and 
the Consumer Market,” Technical Paper No. 3, Tot ConrERENCE 
Boarp, 1954. 
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steelmaking (which the industry is betting on) or a 
conspicuous further decline in hard-goods production 
for other than automobiles, which is not suggested by 
any of the foreshadowing series in construction, capital 
goods or defense. 

The import of this is that, thanks to continuing 
stability in final demands, inventory adjustment will 
have had all of 1954 in which to clear the shelves of 
excess stocks amassed in two great waves of accumu- 
lation—one following the outbreak of war in Korea, 
and another following the 1952 steel strike. The 
longer liquidation continues at its current rate the 
more likely grows a recovery of inventory demand. 

At the same time, the longer it continues the more 
prolonged is the pressure on prices in hard-hit mar- 
kets, and the more intense grows the tendency to delay 
planned capital outlays. This sense of a race against 
time—the feeling that while stability is improving in- 
ventory-sales ratios, it may also erode business con- 
fidence—is one reason why a relatively small decline 
in capital outlays expectations attracted so much at- 
tention in September. It also explains why a number 
of analysts are going back to take another long look 
at the price structure—to see whether it would stand 
up if business behaved only seasonally for the rest of 
the year. As of the end of September, however, the 
price level had shown no signs of weakness, and sur- 
veys of business sentiment were revealing continued 
confidence in the outlook. 


HOW ABOUT UNEMPLOYMENT? 


Since February, the unemployment figures have not 
justified the alarm that was being expressed about the 
labor market early in the year. Total unemployment, 
as measured by the Census Bureau, has drifted slowly 
downward. The insured unemployment statistics com- 
piled by the Bureau of Employment Security of the 
Department of Labor have also moved down. Studies 
of area unemployment by the latter agency in May 
and July showed only a slight continuing drift of the 
major labor markets toward labor surplus, and a Sep- 
tember survey indicated, in general, a lessening of 
labor surpluses in about three fourths of the 150 major 
labor markets surveyed. 

This stability in unemployment was due, in part, 
to a less-than-normal expansion of the labor force 
during the summer. In the past few years, the labor 
force, agricultural employment, nonagricultural em- 
ployment and unemployment have all tended to rise 
seasonally in the two-month period from May to July, 
mainly because of a flow of new workers into the labor 
force from school. This year, however, the rises in 
the labor force and in employment were only about 
two thirds as large as last year, and there was no rise 
in unemployment at all. 

In August, on the other hand, a month in which 
unemployment usually falls sharply as new workers 


are absorbed in the seasonal upswing of business, the 
decline in unemployment was very slight, mainly be- 
cause employment failed to show a normal seasonal 
improvement. In fact, total nonagricultural employ- 
ment, seasonally adjusted, has been declining steadily 
for over a year, even though total national output, as 
measured by the Federal Reserve production index, 
or by the gross national product, has been unchanged 
since about February. Between February and August, 
factory employment, seasonally adjusted, fell almost 
5%, or almost 600,000, while manufacturing output 
was unchanged. 

The obverse side of this decline in employment per 
unit of output is, of course, rising output per man- 
hour. There are a number of cogent reasons for think- 
ing that in factory employment—a category that 
covers above 20% of total nonfarm employment— 
productivity is rising at somewhat more than a normal 
rate. Among these reasons are (1) the shaking out of 
the labor force accompanying the rise in unemploy- 
ment in late 1953 and early 1954; (2) the elimination 
of inefficient extra shifts, and the curtailment of use 
of inefficient equipment, made possible by lower oper- 
ating rates; (3) the continuing high level of capital 
outlays, now directed primarily at cost reduction 
rather than expansion of output. 


Apert T. SoMMERS 
Division of Business Economics 
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FINANCIAL NOTES AND FOOTNOTES 


B* THE END of September it still was not 
clear whether the seasonal rise in commercial, 
industrial and agricultural loans had set in. For sev- 
eral weeks late in August and early September, there 
had been slight suggestive increases in these loans, 
and the mid-September statement of the weekly re- 
porting member banks showed a substantial incre- 
ment, but later reports did not carry through. 

September passed without the expected offering of 
participation certificates by the Commodity Credit Cor- 
poration, but it was rather widely believed that such an 
offering would sooner or later be made. Such transac- 
tions are normally included in reports of commercial, 
industrial and agricultural loans. 

The outlook for the usual increase in business loans 
during the remainder of the year is, however, this time 
tempered by a number of factors which are largely 
independent of the business cycle, or at least which tend 
to reduce the barometric significance of the movement 
of such outstandings. 

One of these factors is a concatenation of circum- 
stances which has caused a very substantial number of 
larger borrowers to turn from the banks to the commercial 
paper market for the funds they require. Demand for 
first-grade single-name paper offered in the commer- 
cial paper market (or at times directly by borrowers 
to lenders) has been so great that many enterprises in 
need of shorter-term funds have found it profitable 
to sell their notes in the open market at 134% or so 
rather than to borrow at the banks at the going rates. 
It would appear that a substantial volume of business 
loans has been retired with funds obtained in the 
commercial paper market. 

The banks themselves, of course, may and sometimes 
do buy some of this commercial paper, but funds provided 
in this way by the banks are not believed to bulk very 
large in comparison with the volume of business loans. 
In any event, a very considerable range of nonfinancial 
companies has been taking this type of paper in pri- 
vately arranged deals with the borrower without going 
through the market at all. These companies used to 
mostly buy Treasury bills before the yield on them 
sank so low. 

Commercial paper originating with the larger instal- 
ment finance concerns and privately placed must by 
now be approaching the $2-billion mark. At current 


rates there does not appear to be much incentive for 
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borrowers to reverse their current practice in this repsect. 

It may be that the reported commercial, industrial 
and agricultural loans somewhat exaggerate the net 
effect of these changes upon the banking system as a 
whole, since the enterprises which are able to enter 
the commercial paper market successfully are pre- 
cisely those which would otherwise be borrowing 
heavily from the larger banks included in the weekly 
reporting member banks. The volume of business 
lending by the multitude of smaller banks throughout 
the country may not have been affected so greatly. 

But, of course, underlying the altered level of business 
loans is the inventory liquidation which has taken place, 
and which gives no sign as yet of a reversal. With the 
expected reduction in expenditures for plant and 
equipment, depreciation reserves (particularly where 
accelerated rates have been in effect) may presently 
begin to accumulate more rapidly than in the past. 
Tax reserves are likewise now accruing. These and 
other similar factors tend to enlarge the supply of 
funds in the hands of nonfinancial corporations. This 
tends not only to reduce the demand for loans at the 
banks, but makes a market for commercial paper 
offered by other corporations seeking funds. 

Funds available in the commercial paper markets are 
ordinarily not available for terms in excess of one year, 
and often not for that term. They may or may not bear 
too directly upon the long-term issue market. It is in 
this long-term area—equity issues, bonds, debentures 
and the like—that interest is centering at present in 
very substantial measure. Few doubt that supplies of 
short-term funds are and will be quite substantial. 

But all reports now suggest exceptionally large cor- 
porate and state and municipal offerings of longer 
term in the months ahead. There is, in fact, a good 
deal of talk in the financial district about a possible 
record year in this field. 

What such a volume of offerings would do to rates 
remains for the future to disclose. Institutional in- 
vestors, particularly insurance companies, have been 
holding out against a yield of less than 3% for a good 
while past. It has at times been a struggle, but it 
has had its effect in the new-issue market. For one 
thing it has tended to build up a backlog of issues 
which are now expected to begin shortly to appear. 

Such a situation could scarcely fail to strengthen the 
hands of investors who are demanding better rates than 


borrowers have often of late been willing to pay —F.W.J. 


100 LARGEST TRADE CORPORATIONS IN 1953 


ee: FIRST list by Tue Conrerence Boarp of Unlike the list for manufacturing, the trade com- 
the one-hundred largest trade corporations in panies are ranked by volume of sales, since for these 
the United States is shown below for the year companies annual sales are considered to be a better 
1953. This table is the counterpart of the list of indicator of size than total assets. Several large com- 
the one-hundred largest manufacturing companies panies do not publish financial reports and others 


appearing in The Business Record for April, 1954.1 withhold their sales data, so these have not been 
1Lists of the largest companies in other industries will appear in considered in the selection of the one-hundred largest 
subsequent articles of The Business Record. At the top of the list appear such famliiar names 


TRADE COMPANIES: THE HUNDRED LARGEST 


1958 1958 
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$ Million $ Million 
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ANT ECT Penneyi Co Leet Od. BEA EAS BM 1,109.5 54. Alden’s’Ines333. Guiaine alee ee See aa eee 92.4 
Mi IOPO DOES OD eet eS Ne fec ah oh csils ones otain a leuayeis nt does sisiotew 1,058 .6 55. Marshall-Wells Co..............- ccc ccecceeeseeceee 89.4 
6. Montgomery Ward & Co., Inc............+...e seen 999.1 56. Bond Stores; The! .c: . 526 087.10. eee 86 .2 
72 Anderson, Clayton & Co. i. 08 Foro. cee lee. eres 799 .9 57. Fisher Brothers Co.cco0%.01 00200 cod eee 84.8 
8. F. Ww. iW eolworth Co:t ieee bes beds i shade asco we 713.9 58. Edison Brothers Stores, Inc..............0ceeceeeees 81.6 
9. American Stores Co é 59. Albers Super Markets, Inc..................eee cece 80.8 
WOwwAllied Stores\Corpts.ce sss cere e et Cee hee cee eees : 60,Penn.Fruit.Co;, Inc. -24 sas ccstec ee SLE 76.9 
11. Federated Department Stores, Inc.................... 478 .8 61..Carson:-Pirte.Scott -&.Cos.<2coa<ten aro eee ene 76.9 
APUPINALIONAIS TORO. nah bho rais.s aed cs 30,0. bois ciob cieckele. os 462 .3 62. Super Valu Stores, Inc: i)... 2. -5. cc came mae eens 76.1 
13. May Department Stores Co.................seeeeeeee 454.1 63. National Department Stores Corp..............--0.: 74.0 
14. First National Storess incest vee, Seine Loe. LAER eek 442 .2 64. Emporium: Capwell. Cos. 3-0).se oe eee 73.0 
164 ood air Stores, [ncahas sai <'icine's on datjondateents rales 348 .2 65. Shoe Corporation of America................20ee000: 70.1 
AGRO roa Les Re CO tlre ice ai cecee ai ei nccinn heled 337.3 66. Reeves Brothers inc. ee 69.3 
Ei toed, Macy MCU: ING. tisseec cc vests tes Sok kin severe $32 .6 OY. J. Weingarten, Iite.... o tcns apie eee 67.8 
Waa Ke Karant Coie . paises i Sao cule Mis eels 299.8 68, Ston:& Shop, Ines J-:.c% aac eeveee Sens cae teeeaee 66 .8 
19, Gimbel Brothers: ANG os. e ee ee ee 286 .4 69... Neisner Brothers; Incy. .....5- s+. ee eee ee 66.7 
20. Jewel OR AAA setae ms nniit evan i regee aetaue es tee 243 .7 70. Carpenter Paper’Co..2.cscscee ect ene eee eee 66 .6 
21. Colonial ptores\ Incas snstias. seb eabladkt ee eee 233 .9 11. Dixie-Home Stores...............cccccccccccccceeus 65.6 
bin Hae cee Company 4 ee ine ae 233 .2 72, United Cigar-Whelan Stores Corp..............00005 64.0 
. BH Field OCG. ee ce eessnncrersamcvestnocs 218.0 73. Interstate Department Stores, Inc................... 63.9 
24. Consolidated Foods Corp sis tvinigsatawasends ate eke 212.4 74.’ Mleming Company, Inc.k«.. 22020... ieee eens 62.5 
25. Winn & Lovett Grocery Co...........00..ceeceee eens 208 .4 75: Lane Bryant: Ine inc as« eercar cet bee ee ee 61.9 
267 Grand Union Core sec cee ae ee 201.8 76. Davidson Brothers, Inc.............-ccececccccucees 61.3 
77? "McLellan Stores Cod. 2 oc cee co ee ean ane een 60.7 
78.\ Mayfair: Markets % ./.'4 46 36 cGtknk kee). Soe ee 60.6 
79. Thrifty Drug Stores Co., Inc....................000- 60.6 
80. Wieboldt Stores; Inc... 2.25. :2-<..040. - oat eee 60.0 
81.. Joseph Horne Co..s. ... 3s sis wcieon eran See nee 59.8 
82. Scruggs-Vandervoort-Barney, pC ein Aaa Sb 58 .2 
$8. .Rich’s, Incsfe. jin ee co ror vee ene 56 .6 
94. Rice-Stiz, Ine::6.. 0 ha ee ee eee 54.7 
85. Peoples Drug Stores, Inc...................cccccees 54.5 
86.> Market. Baskets... 0s «sm camaro cere eee 51.0 
87. Central Steel & Wire Co..............c ccc eccccccuce 50.9 
88., BlueMoon: Foods Ine oe eee 40.5 
89. Stix, Baer & Fuller'Co:.-.:*¢......-. eee 48 .8 
90.’ Younker Brothers; Inc#i2) 39.2 0.. @s Gee 48.7 
91. Cook. Coffee: Corin cahrm brie alto ian crated tore eee 48 .6 
92. Fitzsimmons Stores, Ltd............... ccc cece cc ceee 48.4 
93, A. S. Beck'Shoe Corp: .7..,. 22.22, 3 eee 48 .2 
94. Shopping Bag Food Stores.............. ccc. ccccucee 48 .2 
96.. Brunswig Drug:Co sso vaas 8 sr. oaelo a ee 48.1 
96. Woodward & Lothrop............. 0... cccececccceee 47.5 
07; ‘Higbee Co. swnt.dtim caskhedtadom eee, Leas 47.4 
98. Thorofare Markets, Inc............ 0. ce ccccccceccce 47.3 
99. American Factors, Ltd............. 0. ccc ccccccccece 46 .6 
100. ‘W: H. Barber Co. JE osc. a. ee ee 45.4 


Note: In most cases, data¥include salesof leased departments. Sources: Annual reports of the companies, and Moody’s Industrials 
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Company 

2223 ee 
1. Great Atlantic & Pacific Tea Co.| 470,362 
2. Safeway Stores, Inc........... 338,453 
3. The Kroger Co............... 183,370 
4. American Stores Co........... 118,863 
5. National Tea Co.. eae 80,380 
6. First National Stores, Inc. Ae ee 78,088 
7. Food Fair Stores, Inc.......... 81,040 
8. Jewel Tea Co., Inc............ 57,634 
9. Colonial Stores, Inc........... 43,184 
10. Winn & Lovett agg Co.. 27,336 
11. Grand Union Co.. <. 38,154 
ASS Loblaw, Uc. oie... v0 6:0 eee e eck 23,878 
18. H. C. Bohack Co., Inc......... 27,999 
14. Red Owl Stores, Inc. . wits 16,127 
15. Fisher Brothers Co.. i 15,408 
16. Albers Super Markets, “‘Inc.. bce. 12,855 
17. Penn Fruit Co., Inc.. 16,245 
18. Super Valu Stores, Inc.. Sere ents 8,415 
19. J. Weingarten, Inc............ 15,334 
20. Stop & Shop, Inc............. 19,321 
21. Dixie-Home Stores............ 9,426 
22. Mayfair Markets............. 13,204 
23. Market Basket............... 9,226 
24. Cook Coffee Co.. 11,841 
26. Fitzsimmons Stores, Ltd.. 7,677 
26. Shopping Bag Food Stores..... 9,895 
27. Thorofare Markets, Inc..... 6,088 
otalmatiocersiesistt canes as 1,739,703 


Total] Assets | Net Worth 


302,164 


144,442 
104,646 
65,558 
44,156 
51,690 
33,854 
32,987 
18,526 
15,588 
18,751 
11,188 
14,858 
8,026 
8,991 


947,640 


FOOD 


CHAINS 


$000 
a a a re 


213,268 
136,052 
81,196 
51,202 
31,859 
23,687 
21,547 
18,928 
18,520 
12,231 
15,150 
10,963 
9,466 
8,455 
5,195 
5,168 
5,009 
5,313 
5,177 
4,894 
4,356 


Inventories |Total Current|Total Current Sales Income Income Dividends 
Assets Liabilities Before Taxes| After Taxes Paid 
349,424 163,941 | 3,989,103 69,696 30,396 16,416 
233,102 141,721 | 1,751,820 26,101 14,545 9,005 
131,143 62,435 | 1,058,609 29,310 12,529 7,360 

72,094 28,932 603,737 15,678 7,468 2,638a 
49,656 19,654 462,282 10,048 4,898 3,044 
$8,943 25,294 442,180 16,001 6,831 $,684 
41,965 16,751 348,215 12,488 5,801 2,183b 
42,512 15,647 243,674 6,725 3,373 2,469 
$0,924 11,884 233,890 6,714 2,624 1,736¢ 
18,121 7,348 203,388 7,638 3,185 1,627 
22,206 10,668 201,793 4,403 2,328 911d 
13,759 10,157 166,479 4,297 1,717 439 
16,781 5,981 128,703 3,515 1,505 873 
11,238 5,101 106,787 1,380 680 483 
8,234 3,818 84,848 2,353 1,133 425 
6,731 4,008 80,762 3,235 1,115 437 
9,408 4,140 76,912 2,377 1,062 353 f 
6,802 3,884 76,056 885 347 196 
9,606 3,247 67,791 1,764 826 330 
9,994 3,903 66,792 1,529 827 310g 
7,114 2,716 65,603 2,195 928 500 
8,134 6,150 60,578 601 301 108 
6,346 3,886 50,983 1,842 614 387 
8,461 3,189 48,64'7 1,828 844 418 
§,213 3,037 48,391 1,286 575 229 
6,502 4,781 48,161 1,571 550 54 
4,232 2,531 47,264 1,224 471 212k 
1,168,645 574,804 |10,763,448 236,684 107,473 56,819 


708,612 


Note: See footnotes 1 and 2 at bottom of table for Department and Specialty Stores 


aExcludes $2.7 million stock dividend. 
ie $2.7 million stock dividend. 
jwdes $0.7 million stock dividend. 


dExcludes $0.9 million stock dividend. 
fExcludes $0.8 million stock dividend. 
gExcludes $0.8 million stock dividend. 


hExcludes $0.2 million stock divi 


CHAINS OTHER THAN FOOD 


vidend. 


ee eee —— eee 


—_— Ss | | | J  _ | __qc“— Kym \xxcqmKr 


$000 
Total 
Company Total Assets} Net Worth | Inventories Current 
Assets 

1. F. W. Woolworth Co................... 421,809 | 317,481 | 108,649 | 177,034 
2.8.58. MOC Os tte ene ete see tenia ate ae 217,708 | 175,278 46,807 96,587 
BewWe, LiGrant CO. seen soe eee 124,238 85,842 39,564 64,740 
4. Rexall Drugs ANC ee terran tic est 89,362 44,648 37,225 64,948 
5. G. C; Murphy Co... )...5.0.0. 00-55. 87,748 | 68,873 | 24,678 | 55,949 
Ga WalgreeniCO) ch ress esc eee ee hoe 46,746 29,226 23,441 31,976 
7. Western Auto Supply Co............... 68,977 45,123 31,741 61,482 
Be edt eWress 66°C. to. as cece cee. 114,921 95,151 $1,270 54,631 
Orde a. Newberry Cos... s.seecs tee see 88,863 59,083 29,852 46,432 
10. Gamble-Skogmo, Inc................... 58,711 38,061 33,076 43,688 
11. Melville Shoe Corpreettes ccc a 44,091 32,194 12,733 28,065 
12. H. L. Greene Co., Inc.................. 48,656 40,110 17,014 24,049 
18. McCrory Stores Corp sc. aage eae ee oe 50,470 38,925 15,265 21,480 
14. Edison Brothers Stores, Inc............. 34,921 22,512 11,035 22,216 
15. Shoe Corp. of America..... 29,499 15,693 14,110 18,971 
16. Neisner Brothers, Inc.................. 23,627 17,999 9,135 13,056 
17. United Cigar-Whelan Stores Corp: SEES RE 21,656 14,103 9,504 16,051 
18. McLellan Stores, Co................... 94,672 18,762 11,172 13,918 
19. Thrifty Drug Stores Co., Inc............| 17,868 | 10,642 | 11,478] 14,058 
20. Peoples Drug Stores, Inc........ 19,708 13,983 9,198 14,883 
21. A.S. Beck Shoe Corp.................- 18,282 10,530 12,671 14,736 
PPotalee tics Lathteeas amed seat ake ithe as 1,651,983 |1,194,119 | 539,618 | 898,950 


Note: See footnotes 1 and 2 at bottom of table for Department and Specialty Stores. 


as A & P and Safeway, which are nationwide food 
chains. Also among the top ones are the giant mail- 
order houses with which almost everyone is familiar. 
As a matter of fact, five of the top six on the list are 
in these two groups. Further down the list, but still 


OCTOBER, 1954 


Total : 
ere ent coke Belen Taxes pee ses ae 
abilities 
49,293 | 713,870 51,291 29,766 24,259 
34,710 | 337,299 24,761 13,247 11,036 
32,793 | 299,768 18,920 8,045 4,188 
20,120 | 189,244 6,292 $3,156 700 
18,807 | 187,164 16,896 7,971 4,687 
14,220 | 181,538 5,803 2,923 2,197 
12,164 | 178,231 9,003 4,546 2,818 
19,770 } 172,980 18,906 9,026 7,055 
15,889 | 171,164 12,088 5,671 3,419 
11,026 | 129,938 4,280 2,420 1,787 
11,646 | 108,871 10,934 5,733 5,125 
7,935 | 108,684 7,251 3,703 2,692 
11,545 | 104,787 7,202 3,627 9,719 
5,861 81,634 4,801 2,279 1,394 
1,754 70,078 4,107 1,957 696 
5,627 66,743 2,810 1,386 684 
6,004 63,958 1,391 731 362 
5,910 60,673 8,965 1,965 1,702 
5,526 60,571 1,813 884 44A 
5,635 54,523 3,437 1,502 858 
6,284 48,210 1,869 983 745 
308,469 |3,389,928 | 217,820 | 111,521 79,567 


sizable, are the well-known names of the department 
store groups and variety stores—Woolworth, Allied 
Stores, Federated Department Stores, May Depart- 
ment Stores, S. S. Kresge, ete. 


The list 


of one hundred consists of twenty-seven 
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food chains, twenty-one chains other than food, four 
mail-order houses, thirty-one companies representing 
department stores, and seventeen wholesalers and 
jobbers. 


TEN PER CENT OF NATION'S SALES 


In 1953, the combined sales of these companies 
reached $26.2 billion, which is about 10% of the total 
sales figures for all the trade establishments in the 
United States. A good part of the increase for the 
year—$900 million—can be attributed to the food 
chains. 

The department and specialty stores accounted for 
21% of the sales total. (See table, page 399.) J. C. 
Penney leads, with sales of $1.1 billion, and the Higbee 


Company is last, with $47 million. For this group, 1n- 
come after taxes totaled $145 million, for an average 
profit figure of 2.6 cents per sales dollar: Notable ex- 
ceptions were well above and below this average. To 
mention a few, Emporium Capwell led with profits 
of 4.3 cents per sales dollar, followed by May Depart- 
ment Stores and Bond Stores, each with 3.6 cents, 
J. C. Penney and Higbee with 3.5 cents, and Younker 
Brothers with 3.4 cents. Trailing are National Depart- 
ment Stores with 0.6 cents, and Grayson-Robinson and 
Goldblatt Brothers with 0.7 cents and 0.9 cents, re- 
spectively. 

In all, a total sales increase of 2.5% brought 
about a 2.1% increase in net profit. At year-end, 
inventories, at 36% of current assets, were 57% below 


MAIL ORDER 
$000 
Company Total Assets| Net Worth | Inventories Par rae | Sales Bb wig nd a sees pg tee 
Assets Liabilities 

1. Sears, Roebuck and Co.................. 1,388,440 | 869,158 | 418,983 |1,109,651 | 319,282 |2,981,925 | 271,782 | 117,882 66,527 
2. Montgomery Ward & Co., Inc............| 717,646 | 620,764 | 214,775 | 684,475 96,882 | 999,123 84,075 41,195 24,169 
Sasplegels Ine) sev nhsaraaeetaisj0rd vias stayed 95,325 40,362 14,627 87,135 46,143 | 134,082 2,616 1,226 379 
Meer era a) Lina tee toes fora oc eye actos saicis Sie eis 39,811 17,433 11,076 35,698 15,133 92,443 3,407 1,501 678 
pL Otalteere TR rer oe ors rs TRE eRe 2,241,222 {1,547,717 | 659,461 |1,916,959 | 477,440 [4,207,573 | 361,880 | 161,804 91,748 


Note: See footnotes 1 and 2 at bottom of table for Department and Specialty Stores. 


DEPARTMENT AND SPECIALTY STORES 
$000 


Total Total Income 


Company Total Assets] Net Worth | Inventories] Current Current Sales! Before Yee mtb ines 

Assets Liabilities Taxes? 
Mera Mr PENNE VECO Mii. cote cic ence 361,315 | 215,645 | 142,853 | 309,192 | 142,321 |1,109,508 93,273 38,473 28,812 
2, Allied ‘Stores Corps iess:5:. «4.0006 <5; 00 «0 ofs 226,599 | 136,935 69,330 | 172,733 49,763 | 515,830 24,259 11,809 7,584 
8. Federated Department Stores, Inc....... 207,089 | 132,163 49,268 | 189,456 47,942 | 478,849 31,038 13,888 9,459 
4. The May Department Stores Co......... 266,641 | 174,395 51,135 | 166,112 53,422 | 454,149 34,043 16,490 11,673 


5. R. H. Macy & Co., Inc.................] 156,882 91,182 35,190 83,494 27,113 | 332,583 10,074 4,874 3,848 


6. Gimbel Brothers, Inc...................| 147,914 78,802 29,902 89,015 $0,592 | 286,419 10,481 5,181 2,541 
MALLY StOTCS M00 Mea teren re decays ate) « «ious 118,538 61,661 27,269 88,959 25,150 | 233,227 9,065 4,987 3,351 
8. Marshall Field & Co................... 140,706 87,224 24,686 89,000 23,482 | 217,960 12,395 6,072 4,525 
9. Associated Dry Goods Corp............. 80,872 58,457 18,447 48,697 17,144 | 164,060 10,287 5,097 $,155 
10. Lerner Stores Corp.....................1 56,118 29,366 14,643 33,809 12,242 | 147,768 4,678 2,473 1,932 
11. Mercantile Stores, Co., Inc..............} 59,245 37,642 23,015 41,716 14,051 | 130,883 6,713 3,523 1,810 
Le seloOck SaING,. 4 foams abn..t cutive vista dockd 712,294 47,929 17,102 45,157 15,081 | 118,692 7,983 3,840 2,426 
13. Broadway-Hale Stores, Inc..............] 47,197 29,029 17,016 36,449 11,168 | 102,974 3,830 1,855 1,121 
14, Goldblatt Bros., Inc....................] $8,685 25,010 15,193 24,434 10,086 99,926 1,655 852 $70 
peetlecht, Cows fps ocus-n ole Gatun de ante 67,652 40,590 12,923 46,696 18,790 98,467 5,047 2,530 1,769 
16. Grayson-Robinson Stores, Inc........... 32,674 14,943 8,388 21,780 7,507 96,538 1,823 634 85la 
Vise Bond Stores, [nes sana. Bienes alesis sence. alc ats 67,356 46,166 21,376 44,291 9,807 86,197 5,693 3,092 1,688 
18. Carson Pirie Scott & Co................ 29,397 18,402 10,271 20,582 7,726 76,908 1,616 806 335 
19. National Department Stores Corp....... 30,411 24,167 9,157 25,990 5,355 73,994 687 423, 782 
20. Emporium Capwell Co................. 44,681 $5,211 10,794 28,214 9,348 73,043 6,608 3,154 1,522 
21. Interstate Department Stores, Inc....... 23,193 13,360 10,126 16,509 4,846 63,866 1,785 1,033 769 
22. Lane Bryanta init bic Otistst oo. sts at 21,661 13,268 6,985 15,295 7,092 61,852 3,142 1,413 733b 
23. Davidson Bross An Gscncsierstcase es egies 26,487 12,755 9,585 20,447 7,832 61,261 3,206 1,401 632 
24. Wieboldt Stores, Inc................... 18,703 14,302 7,968 18,322 4,024 59,985 1,794 867 408 
25. Joseph Horne Co.....................- $4,394 22,695 6,590 22,917 4,599 59,803 2,205 1,066 518 
26, Scruggs-Vandervoort-Barney, Inc........| $0,676 20,546 10,757 19,456 7,516 58,173 2,574 1,237 537 
ie AE AMC ae! sine eM on wii A 6 o> «hn 28,928 18,993 5,909 20,939 5,635 56,584 3,861 1,801 818 
28. Stix, Baer & Fuller Co.................. 27,277 20,824 6,270 18,332 4,209 48,778 8,085 1,485 919 
29. Younker Brothers, Inc.................. 24,346 14,976 7,145 18,458 4,913 48,692 3,485 1,645 1,028 
80. Woodward Salothrop ss. ee aes 27,293 13,620 7,625 14,899 5,902 47,491 1,869 902 593 
Sisibighee Go Mier, scx heetaeek | 25,977 | 18,289 | 4886] 16,460] 5,038 | 47,391 3,376 1,666 1718 
ERotaliy. Si 22s. .\,.5.0 ce OR 2,541,201 |1,568,497 | 691,804 1,752,810 | 594,706 |5,511,851 | $11,130 144,569 97,287 


1Where data are available, includes sales of leased departments, 


3Jn most cases, after state and foreign income taxes. oExcludes 90.5 million stock dividend. 


bExcludes $0.4 million stock dividend. 
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WHOLESALERS AND JOBBERS 


$000 
ge es 
Total Assets} Net Worth | Inventories Tate pou! Sal Income Income Dividends 
Company a Current Current ares |Before Taxes| After Taxes Paid 
Assets Liabilities 
1. Anderson, Clayton & Coss. ceeded eas hak 406,055 | 165,536 | 133,601 | 269,726 | 174,599 | 799,904 20,075 10,769 6,484 
2. Consolidated Foods Corp... os sec ccsen 77,898 39,797 40,364 60,877 24,198 | 212,414 6,634 3,613 1,708 
3. American News Co.. dio BAin os aids Bele o Same ee TMI e. | 32,274 22,748 54,629 38,568 | 192,267 1,522 817 1,264 
4. Pacific Gamble Robinson Co............ 24,663 15,641 9,884 20,522 5,872 | 161,064 2,275 1,312 780 
5. Butler Brothers.....................00.. 50,247 40,260 19,320 40,608 8,978 | 125,717 2,650 1,200 1,066 
6. Ely & Walker Dry Goods Co............ 79,966 56,245 25,924 50,461 15,501 | 121,783 6,122 3,205 1,816 
7. Southern States Cooperative Inc......... 35,887 18,529 7,059 18,158 2,781 93,634 2,136 2,136 851 
8. Marshall-Wells Co..................... 41,137 34,471 17,349 33,390 6,666 89,389 3,783 1,900 789 
9. Reeves Brothers, Inc................... 46,286 29,019 15,937 27,293 12,435 69,280 2,679 1,489 1,365 
10. Carpenter Papers Cone tin cide ont. 28,773 18,281 9,240 20,709 5,842 66,567 3,074 1,455 941 
11. Fleming GComincws, crete ee ee 6,592 2,966 3,244 4,882 2,196 62,475 594 288 183 
PP RCe- Stix ANCiictsace ccd oBleee s ecicrgnene 2 arts 26,264 16,340 10,792 21,929 6,924 54,704 798 523 707 
13. Central Steel & Wire Co................ $1,605 18,242 16,579 26,314 12,213 50,872 5,427 2,167 750 
14. Blue Moon Foods, Inc.................. 7,916 3,976 1,614 6,546 3,288 49,531 340 200 66 
15. Brunswig Drug Co..................... 16,310 10,687 7,208 12,727 3,485 48,112 1,632 690 443 
16. American Factors, Ltd................. 36,769 24,288 9,580 19,222 8,025 46,573 1,912 1,133 600 
ALYY EA Datber Colmes... castes ls nee 12,149 8,432 2,889 7,089 8,675 45,386 1,668 872 341 
Ota eeanir ens ee ee eek Se eee, 1,000,389 | 534,984 | 353,332 | 695,082 | 335,246 |2,289,672 63,321 33,769 20,154 


Note: See footnotes 1 and 2 at bottom of table for Department and Specialty Stores. 


Distribution of One-Hundred Largest Trade 
Corporations, 1953 


Super Valu Stores and Red Owl Stores were at least 
0.4 cents below average, while Cook Coffee, Food Fair, 
Winn & Lovett, and First National had returns of 
11% cents or greater. Inventories represent 60% of the 
Type Wa” Pa Res ee current assets of these stores. 


Net Net | Income} pivi- | Inven- 
FOOD PROFIT IN TURNOVER 


Worth | Sales | After | dends | tories 

Although the average profit on sales for the food 

Mail order............ 27.3 | 16.1 | 28.9 | 26.5 | 22.3 chains is lower than that for the four other groups, 

Aiaik cera oo ee va 7 LG Ge aoe a in most individual cases the return on the investment 

Wholesalers and jobbers 10.8] 8.8] 6.0] 5.8 | 12.0 of the stockholders is considerably greater. In fact, 

Total.............| 100 [100.0 {100.0 [100.0 |100.0 {100.0 taking the group as a whole, we find that net income 

is 11.3% of the net worth of the food chains, compared 

with 10.5% for the mail-order houses—the next high- 
est group. (See table opposite.) 

Chains other than food are represented in good part 

by five-and-ten-cent stores, drug stores and shoe 

chains. Low on profits in relation to sales are the 


Per Cent Distribution 


Department and _ spe- 
cialty stores......... 29.8 | 21.1 | 25.9 | 28.2 | 23.4 


Selected Data for One-Hundred Largest Trade 
Corporations, 1953 


Inventories 
as Per Cent of 


Income After Taxes 
as Per Cent of 


Type Thrifty Drug Stores, Walgreen and Rexall Drug. The 

Sales | Current average for the group as a whole is 3.3 cents. Mel- 

er arimenf endepecialty stores. aaa aS are ville Shoe and S. H. Kress, with 5.3 cents and 5.2 

Minilorder of Res cc. a 15.7 | 37.6 cents, respectively, lead among the twenty-one com- 

Food chains..................-- 6.6) 60.6 panies in this group, and, as a matter of fact, are 
Other chains. 98.4 4%.¢Ge8 . 20.5: 15.9 | 60.0 b : h 5 r . 

Wholesalers and jobbers......... 15.4} 50.8 way above the companies shown in t e other lists. 

Di pe oe ee ae 11.2| 45.9 The return on net worth for these chains was consid- 


erably lower than that for the food chains. 
The wholesalers and jobbers contributed less than 


those of the previous year, when they were 42% of 
current assets. 

Sales of the four mail-order concerns combined 
reached $4.2 billion—close to $4.0 billion of this was 
accounted for by Sears and Montgomery Ward. Both 
companies had net profits amounting to at least 4% 
of net sales. The food chains, with a healthy share 
of sales, do not fare so well when profits are com- 
pared with sales. The average chain had a return of 
one cent for each dollar of sales. Mayfair Markets, 
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9% to the total sales figure for all one-hundred com- 
panies, and their net profit accounted for only 6% 
of the total. Net profits related to sales averaged 
114 cents to the dollar—low compared to the other- 
than-food-chain groups. 


Anita R. BeckERMAN 
Division of Business Economics 


1Seven of these food chains, led by A & P, are among the top 
fifteen companies engaged in trade. 


CCC AND THE FARM SURPLUS 


been extended on 1953 crops to the tune of $4.3 

billion—a larger amount than in any other crop 
year since the inception of the price-support program 
in 1933.1 To store the growing farm surplus, unused 
airplane hangars, surplus ships, and in recent months 
even mammoth-size tents have been pressed into 
service. 

And sizable quantities of 1954 crops have already 
started to move into government loan. From July 1 
to mid-August, 127 million bushels of 1954-crop wheat 
were placed under price support—7% more than for 
the comparable 1953 period. Larger amounts of 
barley, oats and grain sorghum have also been moved 
into Commodity Credit Corporation loans. 

One way to judge the scope of current price- 
support operations is to look at the flow into the CCC 
as a proportion of total sales of farm products. For 
the 1953 crop, the $4.3 billion granted in price sup- 
port represents some 30% of cash receipts from price- 
supported commodities, and nearly 15% of cash re- 
ceipts from total farm marketings. (The twenty prod- 
ucts entitled to price support constitute over 40% of 
total cash receipts from farm marketings.) 


Prreen SUPPORT, as of July 1 of this year, has 


AT ALL-TIME HIGH 


Practically half of the 1953 wheat and cheese output 
and two fifths of cotton production, as well as sub- 
stantial quantities of other products were placed 
under CCC loan (see chart). 

The government’s investment in farm commodities 
(inventory plus amount pledged for loans, most of 
which will eventually go into CCC inventory) had 
grown to $6.3 billion by March 1 of this year—an all- 
time high and slightly more than twice last year’s 
figure. And in the ensuing months it has continued to 
hover about the $6-billion mark. Wheat, cotton and 
corn account for three fourths of the total investment. 
Government stocks of dairy products are also heavy, 
and account for nearly 10% of the total. 

As of July 1, 1954, the CCC held enough wheat to 
satisfy our domestic needs for one year and three 
months, and enough cotton to last us nearly a year 
(see chart). When farm products pile up in such 
huge quantities, the CCC incurs heavy expenses in 

For historical background on the price-support program, see 


er Fleor Under Farm Prices,” The Business Record, September, 


providing storage, and in losses resulting from deterio- 
ration of products. In recent months, the cost of 
storing government-owned agricultural products has 
been running at a rate of over one-half million dollars 
per day. 

WHY LARGE SURPLUSES? 

Prices of several price-supported commodities have 
fallen substantially from their post-Korea peaks. 
Cotton is off 25% from its high of April, 1951; wheat 
and corn have fallen 15% from their highs of Decem- 
ber, 1951, and August, 1952, respectively. Prices that 
farmers receive for milk and butterfat are down about 
one third from their peaks of November, 1952, and 
February, 1952, respectively. Wheat has been selling 
below support levels for two and a half years, and 
cotton and corn for about a year and a half. These 
price drops are largely the consequence of high do- 
mestic production, coupled with a decline in over- 
seas demand. 

Agricultural exports for the fiscal year ended June, 
1953, were 30% below the preceding year. Of the 
major farm products, cotton and wheat exports suf- 
fered the greatest declines. Exports of farm products 
for the year ended June, 1954, were evidently about 
unchanged from the preceding year. Wheat exports 
again fell off sharply, dropping to a level 60% below 
the year ending June 30, 1952. Cotton exports for 
the year ending June, 1954, were about 20% greater 
than for the previous year but still 35% below fiscal 
1952. The proportion of agricultural exports con- 
tributed by these two products has fallen sharply; 
for wheat, from 27% in 1951-1952 to 15% in fiscal 
1954; for cotton, from 30% to 22% for the same 
periods. 

LOWER OVERSEAS DEMAND 


During the fiscal year ended June 30, 1952, about 
40% of our cotton crop and a little over one half of our 
wheat output was shipped abroad. In the fiscal year 
ended June 30, 1954, the proportion of production 
exported fell to 25% for cotton and less than 20% for 
wheat. The sizable quantities which in previous years 
had been absorbed by foreign demand acted as a glut 
on the domestic market and depressed prices. 

Part of the reason for the curtailment of foreign 
demand for many of our farm products was the lower 
prices available from other nations. Steps have been 
taken in recent months to put the United States in 
a more favorable competitive position with respect to 


BUSINESS RECORD 


those of its major farm products which have to some 
extent been priced out of the world market. A program 
started last December, which provided for the sale 
of CCC stocks of wheat to foreign buyers at prices 
below domestic levels, has been extended to several 
other commodities—peanuts, flaxseed, linseed oil, cot- 
tonseed oil, dried milk, cheese, and more recently, 
to corn, barley, oats, rye, and butter. 

Even though exports of farm products are still sub- 
stantially below the level of two years ago, a marked 
improvement has been evident during the first half 
of this year when there was a 5% increase from the 
same 1953 period. Moreover, the second quarter 
showed an increase of 18% over the same 1953 period. 
A material upturn in cotton exports has occurred dur- 
ing the first half of this year, stemming from more 
favorable prices, peak levels of foreign consumption, 
and depletion of stocks in consuming countries. 

Apparently the program of world pricing has had 
effect in stepping up exports of some of the items 


CCC Investment in Selected Farm Products 


Number of months’ supply as of July 1 


15.2 


el Yn 


COTTON 


DRIED 
MILK 


CHEESE 
TOBACCO 
BUTTER 
CORN 


PEANUTS 


Investment includes CCC stocks plus collateral for loans out- 
standing 


Sources: Department of Agriculture; The Conference Board 
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included in the program. However, for a number of 
the products, export gains failed to materialize. A 
comparison of exports for January through May, 1954, 
with the same five-month period last year shows 
exceedingly dramatic increases in our overseas ship- 
ments of peanuts and linseed oil; peanut exports in- 
creased from 815,000 pounds to 134 million pounds 
and linseed oil from 838,000 pounds to 123 million 
pounds. 

More modest upturns in exports were registered 
for cottonseed oil, which rose from 25 million pounds 
to 95 million pounds, and cheese which went from 
1.3 million pounds to 2 million. Wheat, dried milk, 
and flaxseed, however, suffered declines. However, 
in the case of wheat and dried milk there appeared 
an upturn in exports during the second quarter. 


ACREAGE RESTRICTIONS 


Another step taken by the Secretary of Agricul- 
ture to help whittle down excessive government stocks 
of wheat and cotton is the establishment of acreage 
limitations. It is expected that the 20% reduction in 
wheat and cotton acreage for the 1954 crop year will 
result in a substantial decrease in output of these two 
major farm products. According to the Department 
of Agriculture’s latest crop estimates, wheat produc- 
tion for 1954 is indicated at 962 million bushels and 
cotton at 11.8 million bales, or 18% and 28% below 
1953, respectively. For wheat, this would be the 
smallest crop since 1943; and for cotton, the smallest 
since 1950. 

A problem raised by the cutbacks in acreage is 
how these acres taken out of wheat and cotton will be 
employed. Since there are no specific restrictions on 
use of diverted acreage for the 1954 crop year, farmers 
will probably use most of it to grow other cash crops 
in order to maintain their incomes as far as possible. 

Acreage for 1954 has been increased by 3 million 
acres each for sorghums and soybeans, and 4 million 
for barley. These two products may thus absorb half 
of the 20 million acres taken out of cotton and wheat. 
Much of the remaining 10 million acres may be used 
to expand plantings of oats, flaxseed, and alfalfa. 


CORN: OVERPLANTED 


The question is whether this will lead to overpro- 
duction in commodities which are now in relatively 
balanced supply. Since the bulk of the diverted acres 
is being used for price-supported crops, and since 
these crops are also selling close to or below their 
support levels, it is likely that the inflow of these crops 
into government loan will be stepped up. Even if the 
amount of price support extended on the 1954 crops 
of wheat and cotton is substantially lower than for 
1953, possible increases in support for nonbasics may 
partly counterbalance the decreases in the basics. 

Although acreage cutbacks of about 17% have 
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also been announced for the 1954 crop of corn in the 
commercial area,! total acreage planted to corn for 
1954 is the same as last year—80 million acres. This 
means that the majority of farmers in the commer- 
cial area have overplanted, and would therefore not 
qualify for price support. However, nonadherence to 
acreage allotments in corn is quite common, since 
most of the growers feed their corn to hogs. Their 
major concern is to have a plentiful supply of feed, 
even if it means being disqualified for price-support 
benefits. 

As butter, milk, and cheese dropped in price dur- 


1The commercial corn-producing area as defined in the Agricultural 
Adjustment Act of 1938, as amended, includes “all counties in which 
the average production or corn (excluding corn used as silage) 
during the ten calendar years immediately preceding the calendar 
year for which such area is determined, after adjustment for abnormal] 
weather conditions, is 450 bushels or more per farm and four bushels 
or more for each acre of farm land in the county.” The Secretary of 
Agriculture may also include in this area any county bordering on the 
commercial corn-producing area which he finds is likely to produce 
comparable average amounts of corn during the coming calendar 
year, as in the commercial area. During the current crop year, price 
support for corn in the commercial area is 90% of parity and in the 
noncommercial area it is 75% of the support price for the com- 
mercial area. 


ing the first quarter of this year, large stocks accumu- 
lated in government warehouses. The amount of 
price support extended for butter, cheese, and dried 
milk during the fiscal year ended June, 1954, was 
approximately three times the figure for the previous 
year. As of June 30, the government owned over 467 
million pounds of butter, 419 million pounds of cheese, 
and 440 million pounds of dried milk; all of these 
holdings represent substantial increases over levels of 
the previous year. 


MORE BUTTER INTO MARKET 


To stem the large inflow of dairy products, the 
Secretary of Agriculture lowered the support level 
effective April 1, 1954, from 90% of parity to 757.1 
This reduced the support price of butter from 67.3 
cents a pound to 56 cents, milk from $3.74 a hundred- 
weight to $3.14, and cheese from 37 cents per pound 
to 31.25 cents. 

The evidence so far seems to indicate that the lower 


1The Agricultural Act of 1949 makes price support mandatory for 
dairy products at 75% to 90% of parity to be set by the Secretary 
of Agriculture on the basis of supply. 


Percentages of Farm Production Placed under Support 


For crop years beginning in years indicated 


CORN ear tas 
17 0.8 
27.0 
BUTTER 
12.1 
9,2 
A 
56.2 57.8 


DRIED MILK 
40.0 


1950 "S| my 53 1950 "5! 


4LESS THAN ONE-TENTH OF ONE PER CENT 


Sources: Department of Agriculture; The Conference Board 
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_PRICE SUPPORT TYPES 


Price-support operations are mainly in the form of 
government loans, which totaled $3.3 billion for the 
1953 crop. The remaining $1.0 billion consisted of pur- 
chase agreements and direct purchases of commodities 
not under purchase agreement. 


Price-support loans are made on storable commodi- 
ties which constitute by far the bulk of price-support 
activity. The majority of these loans are made by 
private lending agencies, such as local banks, and are 
approved by the Commodity Credit Corporation. The 
lending agency has the option to sell the loan to the 
CCC at any time. Some loans are also made directly 


by the CCC. 


Loan operations take place when the market price 
of a product is below the support level. The commod- 
ity serves as collateral and must be stored in govern- 
ment-approved bins or cribs, either on the farm or in 
warehouses. Price-support loans are nonrecourse loans: 
that is, if the price of the commodity set aside as 
collateral drops below the value of the loan, the pro- 
ducer does not have to make up the difference. By 
delivering the commodity to the CCC at the maturity 
of the loan, the producer’s obligation is considered 
fulfilled. Loans repaid by the delivery of the com- 
modity do not bear any interest. Interest at an annual 
rate of 4% is charged on loans that are repaid in cash. 

A purchase agreement is essentially an agreement 
on the part of the CCC to purchase a producer’s 
commodity, up to a certain quantity specified by the 
producer, at the end of the marketing season at sup- 
‘port prices. The purchase agreement makes price sup- 
port available to the farmer who cannot supply 
eligible storage space for his commodity. 

Direct purchases by the CCC are used for the most 
part when price support through loans or purchase 
agreements is not practicable, as in the case of perish- 
ables such as eggs or dairy products. 


support prices have helped to cut down the quantities 
of dairy products going into CCC, and to augment the 
flow into commercial channels. In the five months 
following the lowering of the support price, the CCC 
purchased 174 million pounds of butter, and 105 mil- 
lion pounds of cheese, and 324 million pounds of dry 
milk solids. This represents an 18% drop for butter, 
and a 40% drop for cheese, over the same period of a 
year ago. This is especially significant, since total pro- 
duction of dairy products for that period exceeded the 
comparable 1953 period by 5%. Purchases of nonfat 
dry milk by the CCC from April 1 to September 1 
were approximately the same as for the comparable 
five-month period of 1953. 


NEW LEGISLATION 


The Administration attributes overproduction and 
building up of surpluses to high support levels fixed 
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rigidly at 90% of parity for the basic commodities. 
It has been urging flexible price support ranging from 
75% to 90% of parity (sliding down as supply in- 
creases and up when supply falls). The Agricultural 
Act of 1954, which was passed in August, embodies 
the major features recommended by President Eisen- 
hower. The new act.sets support limits for five of the 
six “basic” commodities (cotton, wheat, corn, rice, 
and peanuts) at 82.5% to 90% for the 1955 crop. 

However, unless new legislation intervenes, the 
lower limit will be reduced to 75% of parity beginning 
January 1, 1956. Also, starting with the 1956 crop, a 
“modernized” parity formula! will go into effect. The 
act stipulates that the downward transition from the 
“old” to “new” parity price shall be accomplished 
gradually by adjusting the “old” parity price down- 
ward each year by 5% until the parity price falls to the 
level of the “new” parity price. Tobacco, which is 
also a “basic,” but is subject to production and mar- 
keting controls, will continue to get 90% support. 


EFFECT OF LOWER SUPPORT 


Reduction of support prices for the basic commodi- 
ties to 82.5% of parity would probably substantially 
curtail the quantity of cotton, wheat, corn, and pea- 
nuts going into government inventory.2, However, it 
would still take perhaps three years to work off the 
heavy inventory which has piled up in such products 
as wheat and cotton. And with a 90% support level 
for the “basics” for the 1954 crop, there seems to be 
very little likelihood of any sizable shrinkage of gov- 
ernment-owned farm products during the current 
crop year. 

In fact, further accumulations of considerable mag- 
nitude seem to be indicated. 


SuirLeyY S. HorrMan 
Division of Business Economics 
1For a description of the modernized parity formula, see The 
Business Record, September, 1952, p. 349. 


*Rice, a “basic” currently receiving 90% of parity support, presents 
no problem since its market price over the past few years, with only 
brief interruptions, has been above support levels. 


Business Book Shelf 


The Future of Underdeveloped Countries—Increasing pro- 
ductivity and aiding the economic development of back- 
ward countries is not enough, the author maintains; guid- 
ance in reaching desirable political and social goals is 
also needed. By Eugene Staley, Harper & Brothers, New 
York, 1954. $5.00. 


Basing Point Pricing and Regional Development—“A case 
study in industrial structure, pricing practices and 
economic welfare,’ emphasizing the significance of basing 
point pricing to the development of the South. By 
George W. Stocking, The University of North Carolina 
Press, Chapel Hill, 1954. $6.50. 
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Percentage Change in Food Index 


FRUITS, 
VEGETABLES 


-4.1 
FOOD 


MEATS, FISH, 
POULTRY 


OTHER FOODS 
CEREAL, BAKERY PRODUCTS 


DAIRY PRODUCTS, EGGS 5 


ConFErENCE Boarp’s consumer price index for 
ten cities to 100.4 (1953=100). This was also 
0.2% below the year-earlier figure. 

The 0.8% decrease in the food index was responsible 
for the over-all decline in the all-items figure, and 
offset negligible increases in the sundries and apparel 
components. The food index stood at 99.5, which is 
2.2% under what it was in August, 1953. 

Most of the August decline can be attributed to 
the large decrease in fruits and vegetables, which were 


/ Ne dip of 0.2% in August brought Tue 


CONSUMER PRICES 


DOWN SLIGHTLY 


down sharply in all cities but Houston. Most of the 
4.1% drop occurred in fresh vegetables although fresh 
fruits were also down. Also down slightly were in- 
dexes for meat, fish and poultry (0.6%) and fats, oils, 
sugars and beverages (0.4%). The recent break in 
coffee prices was partially responsible for this decline. 

These downward movements were partially offset 
by slight increases (0.2%) in cereal and bakery prod- 
ucts and a sizable advance (1.5%) in dairy products 
and eggs. 

Egg prices increased sharply in most cities. Prices 
reported for fresh milk also rose in a number of cities. 
Other dairy products such as evaporated milk and 


The Conference Board's Consumer Price Index for Ten Cities, and Purchasing Value of Dollar 
1958 =100 


Housing 


Fuel, 


Power 
and Water|Equipment 


100.6 
100.6 
100.6 


January 1939 =100 


Trans- 
‘ A 1 : Sundries | Value of 
epee ‘pyaar Te ee Ae 

Ee | BE eee ee ee sac id ba 
1953 January............. : 100.4 99.9 98.1 99.2 100.3 179 .5 55.7 
February........... : 100.8 99.9 98.1 99.1 100.9 178.4 56.1 
March... 97.8 100.7 100.0 98 .2 99.6 100.7 178.7 56.0 
April nc. wot See od: 97.8 100.6 99.9 98 .6 99 .7 100.8 178 .6 56.0 

Voie ete toe, PO 97.8 100 .4 100.0 98.5 99.9 100.7 178.7 56.0 

SUNG Se eee es ee 100.3 99.9 100.0 98 .7 100.1 100.1 179.8 55.6 
July.... 101.0 100.0 99.9 100.4 100.2 99.4 181.1 55 .2 
ATIQUS GH ee ore de 101.1 99.4 99.9 100.4 100.3 99.4 181.1 55 .2 
September.......... 101.38 99.5 100.2 102.2 100.38 98.9 182.0 54.9 
October 102.5 99.3 100.2 102.2 100.5 99.5 180.9 55.3 
November.......... 102.6 99 .6 100.0 102 .2 100.5 99 .6 180.7 55.3 
December........... 102.9 99.3 100.0 102.3 100.7 99.8 180.4 55 .4 
Annual average...... 100.0 100.0 100.0 100.0 100.0 100.0 180.0 55 .6 

1954 January............ 98.9 99.6 102.1 100.8 99 .4 181.1 55 .2 
February........... 99.5 99.5 101.7 101.0 99.7 180.5 55.4 
March. 99.5 99.7 101.4 101.0 99.7 180.5 55.4 

ree te at aes 99.0| 99.3] 100.9] 101.0] 99.7] 190.5| 55.4 

ve aa ct 98.7| 99.1] 100.9] 101.0] 99.3] 181.3] 552 

ch AT ee ae ae 98.5| 99.0] 101.0] 100.9| 99.6] 180.7| 553 
July... 98.6| 98.8| 101.7] 100.9] 99.4] 181.1| 552 
AURUSE. cs tei ara 4 98.3 98.9 101.7 101.0 99 .6 180.7 55.3 


July, 1954 to Aug., 1954. . | 
Aug., 1953 to Aug., 1954... 


+0.1 
-1.0 


+0.1 
+0.7 


+0.2 
+0.2 


+0. 
+0. 


0 -0.2 2 
+1.3 0.2 @ 


More stable items such as rent, utilities and parts of transportation and sundries priced quarterly. 
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cheese were generally slightly lower than in the pre- 
ceding month. 

The apparel and sundries indexes moved very little 
over the month. The index for apparel, at 98.9, was 
1.0% below what it was the year before, while the 
sundries figure (101.0) was 0.7% above what it was in 
August, 1953. 

The housing and transportation components 
showed no change from July to August. They were 
at 101.0 and 101.7, respectively. Total housing, how- 
ever, was 0.9% above what it was the previous year 
while the transportation index was 1.3% higher. 

Among the individual cities, the all-items indexes 
were off slightly, with the exception of Houston and 
New York, which showed insignificant increases, and 
Indianapolis, which showed no change. 

Again, sharp drops in the food indexes, ranging 
from 2.2% in Detroit to 0.7% in Birmingham were 
mainly responsible. In most of these cities the de- 
creases in the food indexes were partly offset by ad- 
vances in other components. In Birmingham, how- 
ever, the decline in the food index was accompanied by 
decreases in all other groups making up the all-items 
figure. Both housing and apparel were down 0.3%, 
while transportation and sundries were off by lesser 
amounts. 

In Houston, the slight rise in the all-items index can 
be attributed to advances in apparel (0.2%), trans- 
portation (0.8%), and sundries (0.5%). The food 
index for this city showed no change over the month. 

The food index in New York showed a slight upward 
movement (0.3%). This is the only city in which this 
occurred. The sharp advance in the prices reported 
for fresh milk, cheese and eggs more than offset de- 
clines in fresh fruits and vegetables. The advance in 
the over-all food index, coupled with very small in- 
creases in apparel and sundries, caused the slight up- 
ward jog in the New York index. 

The balancing of a decrease in transportation with 
an advance in sundries and the over-all stability of 
the other components in Indianapolis left the all-items 
index for that city unchanged over the month. 

The purchasing value of the consumer dollar rose 
in August to 99.6 (1953 dollar—100 cents). This is 
a 0.2% increase over what it was in July. 


JAMEs F’. Brrp 
Statistical Division 


ECONOMIC NOTES 


What We Pay for Variety 


“In short, a daily diet costing 37.4 cents, a little below 
the class-average cost of 38.8 cents, could have been made 


OCTOBER, 1954 


405 


up from seven commodities only; wheat flour, dried beans, 
lard, cheese, milk, cabbage, and carrots. 

“In fact, milk and dried beans could have been eliminated 
and cheese substituted for them, and half the carrots sacri- 
ficed in exchange for cheese, with a slight further lowering 
of cost. 

“It was possible to construct a daily diet simply from 
wheat flour, lard, cheese, cabbage, and carrots at a cost of 
36.6 cents, and such a diet would contain 3,300 calories and 
the full requirements, or more, of each of the other nutrients. 

“Ignoring cooking losses, it would be ‘adequate’ if the 
FNB’s [Food and Nutrition Board] allowances provide 
‘adequacy.’ 

“And the margins over those allowances would have been 
sufficient to allow appreciably more than the assumed 10% 
loss of every nutrient except calcium and acid. 

“Adults can presumably live and thrive on a diet as 
cheap and as restricted in variety as this. 

“For 3.4 cents more, or 40 cents daily, they could have the 
variety added by the corn meal, oatmeal, white bread, dried 
beans, sweet potatoes (we omit shortening as practically the 
same as lard), fresh milk, oranges, and raisins provided in 
the class-average diet, and in addition yeast for handling 
the flour, and salt. 

“Probably few people in the United States limit them- 
selves to so restricted a list of food purchases. 

“From an official inquiry into food purchases in the spring 
of 1948, we learn that 1,558 urban families averaging 3.42 
persons per family spent for food $6.79 per person per week, 
or 97 cents per person per day. 

“One has then the clear impression that by and large 
people in the United States are paying considerably more 
for other characteristics of food than they would have to pay 
for adequate nutrition—perhaps 50% more, if we suppose 
that adequate nutrition is purchasable nowadays for 40 cents 
per person daily while 60 cents at least is actually paid for 
something else,’"-—M. K. Bennett, “The World’s Food,” 
Harper & Brothers, New York, 1954, pp. 131 and 188. 


Europe Talks Hard Money 


“Convertibility of the sterling area currencies, plus those 
of practically all the Western European countries and their 
dependencies now seems entirely feasible, provided some 
flexibility of the exchange rates is assured. If Great Britain 
took the lead, the sterling area and Western Europe would 
undoubtedly follow. If sterling were set free in relation to 
the dollar, most European countries would hitch their cur- 
rencies to sterling. 

“The introduction of convertibility, and the elimination of 
discriminatory restriction on imports from the dollar area 
which convertibility implies, might necessitate a slight re- 
duction—it surely would not be more than that—in the value 
of sterling in terms of dollars (and gold). If so, all currencies 
hitched to sterling would simultaneously drift down. That 
would make the necessary adjustment much easier and 
palatable, For it makes a great deal of difference, especially 
from the psychological and political viewpoints, whether a 
single country adjusts its exchange rate in isolation or whether 
it can take the step in the company of others.”—Gottfried 
Haberler, “Currency Convertibility,” No. 451 the series in 
National Economic Problems, American Enterprise Association, 
Washington, D. C., 1954, pp. 31-82. 
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Manufacturers Discuss 


Survey of Business Practices 


CORPORATE REAL ESTATE POLICIES 


ITH an eye towards future expansion, a great 
\X/ majority of the 145 manufacturing com- 
panies in Tue ConrereNnce Boarp’s sur- 
vey on real-estate management are holding “at 
least a few acres” of land in excess of current needs. 
However, they are overwhelmingly opposed to invest- 
ing in real estate other than for their own use, since 
they regard such an activity as falling outside the 
function of an industrial operation. A few instances 
of company-owned homes represent the principal ex- 
ception to this policy. 

Despite the many responsibilities which arise in con- 
nection with company real-estate holdings (see box) 
a separate department is set up to handle them in 
only 20% of the cases. Most often, real-estate man- 
agement is a function of either a financial officer, the 
vice-president of manufacturing or engineering, or the 
company’s secretary. 


PROVIDING FOR THE FUTURE 


Nine out of ten reporting companies indicate that 
they hold real estate for future expansion. Many ex- 
ecutives consider a “real-estate reserve” essential. 
As told by one executive, “we have found it inadvis- 
able to be ‘boxed in.’” However, holdings for future 
growth are sometimes characterized as “limited” and 
“not extensive,” reflecting management’s desire to 
keep its real-estate investment at a “prudent mini- 
mum,” as well as its policy to refrain from real-estate 
speculation. This philosophy is summed up in the 
words of a steel executive: 


“We do not invest in real estate other than for our own 
use. Property now adjoining some plants will permit 
expansion in later years. Whereas we desire to avoid 
owning unused real estate, we must provide for expansion 
of present facilities as conditions dictate.” 


Most frequently, real estate held for future expan- 
sion is adjacent to a plant site. The property may be 
improved or unimproved land, with or without struc- 
tures and buildings. Vacant areas often serve as park- 
ing lots, while buildings are sometimes leased—de- 
pending of course upon the timing of the company’s 
expansion plans. 

In a few instances, property is being held in antici- 
pation of a company move away from a congested area 


into a less populated section. A producer of instru- 
ments and controls reports that his company now 
“owns acreage in a near-by town far in excess of pres- 
ent needs, looking forward to the time when we may 
want to move the entire factory and home office out 
of the congested area in which we are now located.” 

Property for future needs is frequently acquired at 
the time of purchase of a new plant site. Reflecting 
a widespread practice, a textile producer reports: 


“Some vacant land adjoining present plants is held for 
future expansion, and whenever a plant site is purchased 
it is considered good policy to have it considerably larger 
than the immediate requirements.” 


Most companies do not make any investments in 
property located elsewhere than at a plant site until 
“its use is clear” or “we have a definite plan in mind.” 
A few, however, invest without any particular use in 
mind. “In the latter instance, it sometimes happens,” 
according to a mining official, “that real estate so pur- 
chased may subsequently be resold without having 
been developed for any company purpose.” 

There are one or two instances, in connection with 
purchasing properties for expansion purposes, in which 
companies were forced to acquire real estate which 
they did not intend to use in their business. A leather 
producer, for example, reports ownership of a few 
dwellings which he was forced to buy along with new 
factory properties. An electrical appliance producer, 
“because of certain peculiar local conditions,” pur- 
chased contiguous property purely to be able to con- 
trol the use of property presently held. “However, in 
all instances property of this nature is usually liqui- 
dated as quickly and as economically as possible.” 
The consensus is that companies have no desire to 
be in the real-estate business. Some are vehement on 
this score while others at times are forced to restrain 
themselves because of “occasional temptations.” 


COMPANY-OWNED HOUSING 


Company investment in employee housing repre- 
sents the only significant deviation from company 
policy to stay out of the real-estate business. Twelve 
of the 145 companies reporting own homes for em- 
ployees. Eight of these are in the mining, paper and 
textile industry groups. 
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Investment in employees’ homes has not usually 
been through choice but rather because of circum- 
stance. For example, a mining company originally 
built houses to accommodate employees newly emi- 
grated from Europe, whereas a paper company, many 
of whose manufacturing plants are located in com- 
munities in which they are the only enterprise, found 
it necessary to build houses for employees. 

The policy of five of the companies is to reduce the 
ownership of homes. With a paper company it is the 
policy to sell houses to their permanent employees as 
rapidly as it becomes feasible. A chemical company 
will continue to provide houses “for those who are 
unable or unwilling to buy and own their own homes.” 
The trend is away from company-owned homes and 
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in the direction of providing employees with assist- 
ance in the purchase of their homes. 


SALE-LEASEBACK AGREEMENTS 


Approximately 10% of the companies in the survey 
report using sale-leaseback agreements as a means of 
reducing their real-estate holdings for operating pur- 
poses. Generally, agreements are used on a limited 
scale, with most of the companies reporting only one 
or two in effect. In only one instance, that of a food 
company, are there as many as five leaseback arrange- 
ments in force. Arrangements apply to both produc- 
tion and distribution facilities, although in the in- 
stance of two oil companies they are limited to office 
buildings. —> 


Functions of Real Estate Administration 


A. Purchase of Property 

1. Establishing specifications based on requirements 

2. Recommendations of likely sites and/or facilities 

8. Title examination 

4. Drawing of closing documents 
B. Sale of Property 

1. Sale of buildings and facilities 

2. Disposal of surplus land 
C. Leasing of Property 

1. Leasing property for company operations 

2. Dealings with landlord—including payment of 
rent, improvements, negotiation and extension of 
leases, etc. 

3. Subleasing 

4. Sale-leaseback arrangements 
D. Property Maintenance 

1. Issuance of necessary instructions 

2. Space allocation 

3. Supervising maintenance crews and/or con- 
tractors 

4. Handling problems of drainage, termites, heating 
and ventilating systems, etc. 
E. Building Construction 

1. Design of new factories, warehouses, stores, etc. 

2. Design of alterations and expansions 

3. Plant and utilities layout 

4. Approval of plans covering installation of equip- 
ment which affects structure of building or service 
equipment 

5. Enforcement and development of safety regu- 
lations 
F. Management of Nonmanufacturing Property 

1. Company-owned homes 

2. Other noncommercial property 

3. Securing tenants for office building owned by 
company 
G. Preparation of Documents 

1. Preparation and interpretation of legal documents 
related to property conveyances 
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2. Drafting of assessments, rights of way, etc. 
3. Preparation of licenses 


H. Tazes 


1. Audit of tax invoices 
2. Study and interpretation of property taxes and 
assessments to minimize costs 


I. Insurance 


1. Determining coverage 
2. Periodic plant inspection to insure proper com- 
pliance with statutory and insurance requirements 


J. Appraisals 

1. Securing appraisals for insurance, tax and other 
purposes 
K. Records 


1. Depository for all real-estate records including 
maps, surveys, deeds, etc. 


L. Collaboration with Government Officials 
1. Relations with state, county, city and other po- 
litical divisions re: zoning problems, building codes, 
assessments, compliance with local ordinances, etc. 
2. Cooperation with civic groups interested in real- 
estate problems 


M. Relations with Real Estate Membership Organiza- 
tions, Brokers and Consultants 
N. Overseeing Vacant Property 


1. Taking measures against trespassers 

2. Handling encroachments 

3. Taking measures against losses generally 
O. Reports to Top Management 

1. Reporting to Board of Directors on conveyancing 
and encumberancing 

2. Giving advice and assistance to all operating 
units on real-estate problems 


P. Assistance to Employees 
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Typically, agreements are entered into primarily 
to free capital for use elsewhere in the business so 
that expansion and modernization plans can be car- 
ried out. For example, an executive of an oil com- 
pany writes: 

“The rapid expansion of the petroleum industry has 
forced most companies in the industry to seek ways of 
finding additional capital. The use of sale-leaseback 
arrangements has released capital that had been tied up 
in assets not essential to our expanding needs, has avoided 
our having to increase our funded debt, and has enabled 
us to undertake an additional volume of business we 
would otherwise have found impossible to do.” 


Similarly, a rubber company cites the use of addi- 
tional capital for modernization purposes: 


“Sale-leaseback agreements have been used over the 
last five years owing to the need of constructing new 
modern buildings for store and warehouse operations, and 
of company policy as to investment in a large number 
of retail outlets.” 


A chemical company points to an additional advan- 
tage in preserving liquid working capital; namely, 
a lowering of taxes, thanks to the fact that rental 
payments are operating expenses chargeable against 
earnings and thereby reduce taxable income of the 
lessee. 

A manufacturer of electrical machinery, whose 
policy is to engage in sale-leaseback deals quite ex- 
tensively for warehouse financing (in order to restrict 
company investment in real estate to manufacturing 
plants), is attempting to make its agreements more 
flexible. An executive of the company reports: 


“Sale-leaseback deals, which are generally for fifteen to 
twenty-five years, are proving satisfactory thus far. We 
are now requiring rejectable purchase options in order to 
make them as flexible as ownership, in the event we find 
it necessary to give up a particular location before expira- 
tion of the lease.” 


Generally, those companies which have engaged in 
the agreements are satisfied, although some admit that 
it is too early as yet to judge. 


Leaseback Not Always Economical 


Those companies which have considered leaseback 
arrangements and turned them down volunteer the 
information that it is primarily because their credit 
rating enables them to borrow money at cheaper rates. 
In the words of a metal producer: 


“We feel this (the leaseback arrangement) is just 
another way of borrowing money at a higher rate than 
one would get from a bank or insurance company.” 


With this in mind, a food company writes that the 
company’s credit status enables it to borrow long-term 
funds on an unsecured basis at rates more favorable 
than may be obtained by sale-leaseback agreements, 


even after allowing for the claimed tax advantage of 
the latter method. 

The leaseback arrangement may not always be the 
most economical method of financing according to the 
testimony of a chemical company that is actually 
planning to purchase back a factory from an insurance 
company which originally puurchased it for lease 
to them: 


“The insurance company is interested in getting rid of 
this special-purpose factory property and we are interested 
in acquiring it because we feel the lease payments for the 
future can just as well be applied to ultimate purchase.” 


There are four instances where companies report 
that they have had facilities built to their specification 
for lease. One company, which reports this arrange- 
ment for some of its branch warehouses, says the lease 
is for five years with option for renewal and option 
for purchase. 


REAL-ESTATE MANAGEMENT 


Although most industrial companies express the de- 
sire to “stay out of the real-estate business,” they do 
have to manage those properties which are essential 
to their operations. Basically, real-estate manage- 
ment entails the proper care and administration of the 
company’s properties and the protection of the com- 
pany’s interest in connection with transactions involv- 
ing the properties. Primarily, this involves responsi- 
bility for purchasing, selling and leasing company 
lands and buildings, and assuring that they are prop- 
erly protected, both legally and physically. For com- 
panies with holdings not used in connection with their 
operations, it also includes the most profitable use of 
such land and buildings. If companies are in an ex- 
panding phase, top management relies on the execu- 
tives responsible for management to keep it posted on 
real-estate price trends and, frequently, for the selec- 
tion of locations for new plant sites. 

Real-estate management fans out into a wide va- 
riety of functions. These activities are listed in the 
accompanying table. The number of functions in- 
volved in the management of the real estate of any 
given company depends upon several factors, chief of 
which are the size and organization structure of the 
company, number and location of its properties, de- 
gree of integration, number of leases held, extent to 
which the company acts as a landlord and the rate 
of growth which the company is experiencing. Hence 
functions listed in the table are by no means typical 
of a particular company but rather represent a com- 
posite of functions assumed at one time or another by 
the entire group of cooperators. 

Real-estate administration is sometimes quite sim- 
ple, amounting, as in the case of an industrial machin- 
ery producer (single plant operation), “to nothing 
more than a housekeeping problem.” For most com- 
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panies, however, real-estate administration is somie- 
what more than that because of the turnover of prop- 
erty in connection with normal growth. 


PLACEMENT OF RESPONSIBILITY 


There is little uniformity among reporting com- 
panies concerning their organization for real-estate 
management. In four fifths of the one-hundred com- 
panies reporting on this fact, responsibility is centered 
either with the financial officers, the vice-president 
of manufacturing or engineering, or the company’s 
secretary. In only one out of five companies has a 
special department been established. 


Finance Department 


In about half of the instances in which the company 
assigns responsibility for real-estate administration to 
one man or office, control is placed in the finance de- 
partment. According to a chemical company, 
basically our philosophy is that the control of ite 
properties from the standpoint of their being assets of 
the corporation resides fundamentally in our finance 
function.” 

More often than not, it is treasurer’s responsibility. 
The treasurer reports to the vice-president of finance 
when there is one, and at other times directly to the 
president. In only about a quarter of the cases does 
the treasurer have a real-estate department under 
him. Typically, no one on his staff devotes full time 
to real-estate problems except on special occasions. 

There are only three reported instances in which 
the controller deals with real estate. 


Vice-President of Manufacturing/Engineering 


In about 20% of the companies the responsibility 
for real estate lies with an operating or an engineering 
officer. Those mentioned in charge of the function 
are the vice-president of manufacturing, vice-presi- 
dent of engineering, vice-president of operations or 
the executive vice-president. In some of these com- 
panies, construction and maintenance problems are 
important aspects of real-estate administration. 

In some instances an executive vice-president is in 
charge of a real-estate and insurance department. 


Secretary's Office 


The secretary’s office represents the third focal 
point of real-estate responsibility. Companies volun- 
teer the information that sometimes the function is 
placed here because the secretary is also a lawyer. 
When housed in the secretary’s office, it is exceptional 
to have a special department for handling real estate. 


President's Office 


In approximately 10% of the reported cases the 
president handles real estate. In most of these in- 
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stances the function has been assigned here in antici- 
pation of very little activity. 


Divided Responsibility 


There are a few cooperating companies in which 
the responsibility for real estate is divided among more 
than one executive. For example, an automobile and 
equipment executive explains that “real-estate nego- 
tiations relating to operations other than selling are 
handled by the vice-president in charge of engineering 
and procurement whereas negotiations for real estate 
to be used for sales operations are handled by the 
vice-president in charge of sales.” And an oil company 
with numerous service station sites writes: 


“The selection, acquisition and disposal of service sta- 
tion sites is handled by marketing territory management. 
This is a specialized field, the requirements of which are 
tied in closely with other aspects of the retail marketing 
program. For closer coordination, therefore, service station 
site management is handled by marketing management 
rather than by the property administration management 
which is concerned with all other real-estate administra- 
tion tasks in our company.” 


Separate Department 


In four out of five companies where a separate de- 
partment has been established to handle the real- 
estate function, the staff numbers below a dozen 
people. There are only three reported instances in 
which this number is exceeded—a rubber company 
which has a staff of twenty-five, and the depart- 
ments of two oil companies which are staffed with 
thirty-three and forty-four people respectively. Most 
frequently the the head of the department is referred 
to as its “manager” although there are companies 
which use the titles “director of properties” and 
“director of buildings and grounds.” 


Limitation upon Authority 


Regardless of who is in charge of real-estate admin- 
istration, it is customary to reserve decisions on cer- 
tain real-estate matters for the board of directors or, 
in some instances, management committees. Ordinar- 
ily the purchase, sale, leasing and encumbrancing of 
properties must be submitted to the board or its ex- 
ecutive committee. In some companies they are sub- 
mitted to the board only if the number of dollars 
involved exceeds specified amounts. 

Sometimes matters requiring higher approval are 
submitted by the executive in charge of real-estate 
administration to a management or operating com- 
mittee. For example, a manufacturer of electrical 
machinery reports that they have “a planning com- 
mittee consisting of top-flight executives which meets 
once a month, one of whose functions is to review and 
approve acquisitions of real estate for plants, houses, 
etc.” 
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Very few companies report a real-estate committee 
in operation. When use is made of one it is usually for 
handling a special project only and is promptly dis- 
solved at the end of the project. An oil company, for 
example, writes that a real-estate committee is ap- 
pointed from time to time to handle specific problems 
of an unusual nature. Such a committee, when ap- 
pointed, “generally consists of the head of the depart- 
ment for which the real estate is being purchased and 
a representative from any other interested parties.” 


Relations with Other Departments 


Even when a separate real-estate department has 
been established, assistance on real-estate problems is 
customarily provided by other departments. In this 
way, cooperators report that they are able to take ad- 
vantage of specialized knowledge in solving real-estate 
problems. It also reduces the need for additional staff 
and/or outside assistance. 

Typically, the legal department is called upon for 
the preparation of leases and the study of deeds of 
sale and/or purchase. Technical advice in the design 
and construction of plants is usually a function of the 
engineering staff. Payment of taxes, collection of rents 
and other disbursements and collections in connection 
with real estate are usually done through the treas- 
urer’s office. 

The following two examples illustrate the division 
of functions: 


“Routine functions such as payment of rent and taxes 
and the maintenace of properties are not handled by the 
headquarters real-estate and insurance division. Real- 
estate taxes are handled by the tax attorneys in our law 
department who are specialists in the tax field and who 
handle all company taxes. Rentals or payments are made 
by the local accounting manager who is responsible for 
all local bills. The maintenance responsibility is assumed 
by the local management since no one at headquarters 
would be as familiar with the needs and justifications for 
maintenance expenditures.”— (Electric machinery) 


A 


“I might mention that staff services are provided by 
many elements of the organization. For example, our 
personnel department looks at our real-estate situation 
from the standpoint of community relations and rental 
contracts with employees, and assumes general oversight 
of our company houses. Our engineering department pro- 
vides maps, architectural drawings of the houses, layouts 
of the utilities, etc. We also have service departments 
such as plumbing, carpenters, painters. Outside sources 
take care of various requirements for repair and main- 
tenance of our company housing areas.”— (Chemicals) 


It is a general practice for companies with multiple 
plant operations to delegate certain real-estate func- 
tions to the plant or works manager because “they 
are best acquainted with the local situation.” And, as 
pointed out by a steel producer, “delegation also 


minimizes the number of real-estate personnel and 
reduces the travel costs.” Maintenance is the func- 
tion most frequently cited as a delegated function. 

In some instances, the actual location and specifica- 
tion of new facilities, and the layout and arrangement 
of floor space are functions of the operating units. 
However, even in these cases the headquarters staff 
works closely with plant people in supervising real- 
estate functions. 

Typical ways of organizing for real-estate manage- 
ment are shown in the accompanying case briefs. 


USE OF OUTSIDE CONSULTANTS 

Outside real-estate consultants are used by one out 
of every three companies reporting. Their use, how- 
ever, is generally “on a minor scale,” “rarely,” and 
“only occasionally.” This is because consultants, as 
in the case of an automobile and equipment manufac- 
turer, are typically called in “only for the purposes of 
assisting us occasionally in acquiring or disposing of 
some piece of property, or for an appraisal which may 
be required for any reason.” 

It is worth noting that outsiders’ advice is sought 
by those companies with a real-estate department, as 
well as by those organizations which are less formally 
organized. It is the opinion advanced by a few com- 
panies that brokers are usually in a position to pur- 
chase properties at a better price. 

Aside from the use of brokers, there are a few re- 
ported instances in which companies employ the serv- 
ices of real-estate management firms. For example, 
a chemical company uses an outside management firm 
for managing its home office building, while a steel 
company has turned over to such a firm the manage- 
ment of its company-owned homes. 

Real-estate consulting firms are most often called in 
in connection with special projects—such as the loca- 
tion of new plants and the design and construction of 
new buildings and the expansion of existing ones. It 
is the policy of an office equipment real-estate mana- 
ger “to call in real-estate consultants and management 
firms for definite assignments that we haven’t the 
time nor the ability on our staff to cover.” 

One or two manufacturers refer to memberships 
held in real-estate associations as a source of outside 
assistance. For example, an automobile company 
holds a membership in the National Association of 
Real Estate Boards, the local real-estate association 
and in the Society of Industrial Realtors. 


HELP TO EMPLOYEES 
Companies usually extend assistance to employees 
with real-estate problems. Most frequently it is com- 
pany policy to share its real-estate know-how with 
employees on an informal basis. Only rarely do co- 
operating companies act as banker or landlord, how- 
ever. 


The most frequently cited occasion for help con- 
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cerns the transfer of employees. Help usually consists 
of putting the employee in touch with local real- 
estate brokers and financial institutions. Company 
legal counsel will frequently interpret various clauses 
of real-estate purchase agreements and leases for em- 
ployees. As told by a manufacturer of miscellaneous 
metals: “We attempt to advise them as to the finances 
and responsibilities of realty.” 

Several companies indicate that they strongly rec- 
ommended that every employee going into a real- 
estate transaction retain a lawyer for himself. It is 
their policy to refrain from giving any advice which 
could be construed as legal advice. 


Financial Assistance 


When financial assistance is rendered it is most 
frequently in the form of loans to assist the transferred 
employee in financing the purchase of his new home. 
A manufacturer of electrical appliances writes: “We 
occasionally assist the employees with their real-estate 
problems by lending them purchase money, sometimes 
taking a second mortgage, other times merely on the 
employee’s note at a low interest rate.” 

A company in the metals business, which has had 
occasion to lend extensively to employees, writes: 
“We have several hundred thousand dollars invested 
in real-estate loans to employees. This money is cur- 
rently loaned at the rate of 4% interest for a maxi- 
mum term of ten years. Repayment is made by 
monthly deductions from salary or wage check.” 

And an electrical appliance manufacturer reports: 
“The company operates a plan whereby employees 
permanently transferred from one locale to another 
may, at their option, dispose of their homes to the 
company at a price established by an independent ap- 
praisal of current market value. The responsibility 
for the acquisition, supervision and ultimate disposal 
of employee residences coming within the scope of 
this plan has been delegated to a realty committee 
appointed by the president, with the engineer of 
manufacture responsible for administration.” 

There is one instance in which a company in the 
machine-tool industry reports making loans without 
interest, although they are repayable over a one or 
two-year period. 

When financial aid is granted it is frequently ad- 
vanced to key personnel only and only when no other 
alternatives are available. For example, a textile 
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company granting assistance to employees in financing 
the purchase of their homes states: “Such assistance 
is only given when it is in the company’s interest to 
do so; and in all cases the employee must have made 
a substantial investment of his own funds, and funds 
are not available from usual sources.” 

Sometimes the period of a loan depends upon the 
ability of the employee to dispose of his old home as 
well as to arrange for the purchase of a new one. 
This is the case in a food company: “A loan may be 
for a few months pending the sale of a house at the 
old location or the loan may be for a period up to four 
years to assist employees in finding enough money to 
buy a house at the new location.” 

Only rarely does a company purchase a home for 
the employee outright and make arrangements for 
him to reimburse the company. 


Sale of Property to Employees at a Discount 


There are two reported instances in which com- 
panies with excess undeveloped property follow the 
practice of offering portions to employees at a dis- 
count. In one instance, the discount is as high as 
25% of the stated price. 


No Assistance 


In those companies which do not help their em- 
ployees in any way—and they average slightly over 
10% of the entire number of cooperators—the reason 
is probably best expressed by a producer of special- 
ized industrial machinery who states: “We do not be- 
lieve that real-estate suggestions properly encompass 
personal advice to employees. We do not make a prac- 
tice of advising employees relative to their real-estate 
problems.” 

A steel company executive has this to say in de- 
fense of his policy: “Our fundamental philosophy is 
that the compensation increase necessitating the move 
should be sufficient to enable him to absorb his hous- 
ing expenses personally.” 

There are a few cases in which employees have been 
helped but not in the name of the company. Officers 
personally assisted employees of one company, and 
a credit union made advances in another. 


G. Cuark THompPson 
Joun H. Watson, IIT 


Division of Business Practices 


Case Briefs on Management Organization 


A Steel Corporation 

Direct responsibility for real-estate administration in the 
corporation is placed with the manager of the real-estate and 
insurance division. Under his management are also property 
insurance, the general office building, and the food service 
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(the management of company-operated mill canteens and 
restaurants) . 


The manager reports to the vice-president-general serv- 
ices. His general staff office includes an assistant manager 
and seven employees, three of whom devote full time and 
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one part time to the real-estate functions. Throughout the 
corporation, there are aproximately a dozen employees at 
outlying concentrations of property who devote a portion of 
their time to real-estate matters. Although these employees 
do not report directly to the manager of real estate, they 
coordinate closely with his division. 

The services of real-estate consultants and management 
firms have been rarely used. At the present time, the 
services of a local real-estate agent are being considered for 
mortgage and rent collections and to oversee the maintenance 
of company houses at an important location. 


Functions 


The principal tasks of the real-estate administration are 
as follows: 


1. Purchase of property for corporation use; 

2. Sale of surplus or abandoned properties and company- 
owned houses; 

8. All leasing activity, either as lessor or lessee, including 
district sales offices; 


4. The collection and payment of rents; 


5. Payment of real-estate taxes and pursuit of appeal 
from inequitable assessment; 


6. Dealings with municipal authorities; 

7. Supervision of housing developments for employee 
use; 

8. Negotiation (with others) of mining tax assessments. 


The routine management of plant property and contempor- 
ary company housing is generally handled by the plant super- 
intendent. This practice has the merit that local manage- 
ment is in the proximity and can better apraise the local 
problems. It minimizes the number of real-estate personnel 
and reduces travel costs. Any situation, other than routine, 
must be referred to the general real-estate division for hand- 
ling. 

The corporation has no real-estate committee. Matters 
of importance are referred to the management committee 
which meets at frequent intervals or to the executive com- 
mittee, which meets monthly. 


A Paper Company 


The administration of real estate is split, and responsibility 
is fixed in accordance with the potential use of the property. 
All woodlands are under the direct supervision of the com- 
pany forester, who is in turn repsonsible to the vice-president 
in charge of woods operations. The company forester has an 
office staff of five and, of course, there are many others who 
report in part to him in connection with logging operations. 


All property adjacent to the manufacturing plants of the 
company is supervised by the vice-president in charge of 
manufacturing, acting through the superintendent of grounds. 
Real-estate consulants and management firms are not utilized 
by the company. 


Functions 


The principal tasks of real-estate administration in the 
company are broken down into two categories. Woodlands 
are supervised and managed in such a way as to provide for 
sustained yield cutting, or in other words, to assure that the 


total timber cut in any year from company lands does not 
exceed the annual increment of growth on all company 
woodlands. This is essentially a forest problem. 


Real estate surrounding the manufacturing plants is pre- 
served for the future growth of the company, and as the 
opportunity arises, additional property having such poten- 
tial use is acquired. Isolated lots which are not suitable for 
woodland or manufacturing use are, to the extent possible, 
made available to the public and to company employees for 
residential purposes at, or close to, cost. 

Other personnel involved in the administration of real 
estate are the controller, for taxes; the legal department, for 
title; and the chief engineer, for potential use for manufac- 
turing. There is no real-estate committee as such. However, 
no sale of property is effected without the consent of either 
the vice-president in charge of woods operations or the vice- 
president in charge of manufacturing, and the treasurer and 
general counsel who approve the sale as to price. 


A Petroleum Corporation 


Real-estate administration in integrated petroleum com- 
panies is usually handled in three separate ways: 

Lands and leasing for exploration and development of oil 
and gas are handled by the manager of the land department, 
reporting to the executive vice-president. He has a staff of 
thirty-three. Real-estate consultants and management firms 
are used infrequently. 


Real estate for service stations and marketing activities 
is handled by the manager of real estate, reporting to the 
sales manager. He has a home office staff of four, plus divi- 
sional representatives and clerical help in the field. Outside 
services are seldom used, except for appraisals. 


Any other real-estate transactions are handled by operat- 
ing department managers and the executive committee as 
special projects. These would include, as examples, sites for 
a new office building or a new oil refinery or other operating 
properties. 


Functions 


The principal tasks are negotiation fo. and acquisition of 
oil and gas acreage or leases, service station sites, sites for 
other operating functions, and their alteration and disposal. 

Real-estate functions are decentralized and handled by 
land agents or divisional real-estate managers in the area 
affected. Negotiations with land owners are assigned by 
area, with each man handling an area proportionate to the 
amount of activity which he can handle efficiently. Functions 
are divided to gain efficiency. 


We have no real-estate committee. Coordination from area 
to area is through regular management channels. 


A Radio Manufacturer 


Our company is not large enough to have a specialized 
organization for real-estate administration. Most questions 
of any importance are settled at our regular weekly man- 
agement committee meetings, which are attended by the five 
directors and four other key executives. While the initiative 
may be taken by the vice-president for manufacturing or 
the vice-president for sales in certain matters (such as ar- 
ranging for additional space) , the treasurer, who is also sec- 
retary, is responsible for seeing that transactions are com- 
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pleted and that legal, financial, insurance, tax, and account- 
ing matters are properly handled. We do not use real-estate 
consultants or management firms. 


Functions 


Our real-estate tasks are not very complicated. In addi- 
tion to our main factory and office building, we own a factory 
building in a near-by community. We own various pieces of 
property near our home office for parking purposes. Some of 
the space is sublet, and occasionally we have residential 
tenants to deal with. We lease space for branch offices in 
four other cities. We own residential property occupied by 
our employees in some of these cities. 

Since our company has been growing steadily, we have 
been adding to the property owned or leased. This involves 
initial shopping around and negotiating. Since we have been 
acquiring property in a congested area from many small 
owners, we have had considerable experience in dealing with 
difficult title situations. After acquiring property, we fre- 
quently have tenants to deal with before houses can be 
demolished. We use an outside agent to collect rents and 
otherwise deal with residential tenants. Where we sublet 
parking space to another company, our superintendent of 
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buildings sees to it that the tenant’s space is properly main- 
tained. 


Dealings with landlords in other cities having to do with 
improvements, extension of leases, rental, etc., are handled 
by the sales organization through the branch office managers 
but with final approval given by the management committee. 
Dealings with tenants in other cities, who are our own em- 
ployees, are also handled by the sales organization with the 
approval of the management committee. 


The phraseology and terms of leases, purchase and sale 
agreements, deeds, etc., are reviewed by the treasurer who 
gets outside legal assistance when necessary. More or less 
routine matters, such as collection of rents, keeping insur- 
ance policies up to date, etc., are shared by the treasurer’s 
and controller’s offices. Negotiations with tax assessors are 
handled by the treasurer. Various other problems that have 
to do with our property and require dealings with local 
authorities, such as the department of public works, the 
street department, the police department, building inspector, 
and the engineering department, are usually handled by the 
treasurer and superintendent of buildings. New construc- 
tion, alterations, repairs, etc., are handled by the superinten- 
dent of buildings and the vice-president for manufacturing. 


FORECASTS 


General 


The Journal of Commerce (September 8) —“How’s busi- 
ness?” 


“Pose that question to the average top industrialist and 
you ll get an answer something like this: “Things are looking 
up.’ 

“Scratch a little deeper and you'll find a real, hard core of 
optimism. This optimism is tempered by two premises, both 
accepted as facts: (1) the anticipated improvement in 
business will be mild; (2) the business executive expects to 
have to fight ‘like hell’ to achieve the plus signs. 

“Harder selling, closer control of costs, new product de- 
velopment—in fact, a whole hatful of stratagems are man- 
agement’s arsenal in its uphill fight out of the sticky, mild 
recession which has gripped the country for these several 
months past. 

“Such is the gist of the replies by 381 leading businessmen 
to the annual fall outlook business survey by The Journal 
of Commerce.” 

Jules Backman, professor of economics, New York Uni- 
versity, in a statement to the Ohio Savings and Loan 
Academy, August 14)—“Business activity will show no 
marked recovery during the remainder of 1954. A balance 
sheet of the forces at work shows the following: expansion- 
ary factors include higher construction awards, tax relief 
and tax reform, the government’s easy money policy, and 
increasing state and local expenditures. The sustaining forces 
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include: the high end-product demand, maintenance of dis- 
posable income, high savings, strength in foreign economies, 
built-in stabilizers, and high level Federal Government 
spending. Important negative factors include; further in- 
ventory liquidation, the poor farm outlook, reductions in 
auto and steel output, liquidation of consumer credit, reduc- 
tions in plant and equipment expenditures. This is not the 
background which would lead to a dynamic expansion of 
economic activity.” 

The Federal Reserve Bank of Chicago (in Business Con- 
ditions, September, 1954) —“A trend toward lower prices of 
finished goods may be reversing a long upswing. Raw 
material prices have long since relinquished the gains of the 
early post-Korean period. Processed goods, however, have 
tended to rise further or hold steady. Published indexes of 
prices continue to be highly stable, but there is evidence that 
price concessions have become more common. 

“In some cases, price reductions are indirect. That is, 
list prices remain unchanged, but buyers are favored through 
freight absorption, better grades at the same price or other 
similar benefits. In industries such as chemicals and build- 
ing materials, which have greatly expanded capacity to 
produce standardized products, price shaving has been re- 
ported, but instances are spotty and regional in nature. Bids 
on some new construction are coming through at substan- 
tially lower levels than last year although construction cost 
indexes have not declined.” 

Arno H. Johnson, director of research, J. Walter Thomp- 

(Continued on page 423) 


IMPACT OF “PREFIXED” SAVINGS 


individuals first decide how much of current in- 

come they will spend, or whether they make their 
saving decision first, recalls the riddle of the chicken 
and the egg. But for one particular type of saving 
the answer is clear: this is the saving which is fixed 
in basic amount and periodicity by legal contract—the 
so-called “contractual saving.” 

The term contractual saving includes, principally, 
insurance premiums and debt amortization payments. 
These payments are similar to certain other fixed 
income charges, such as rent, in that they reduce the 
level of discretionary income—the amount remaining 
from current receipts, after purchase of basic neces- 
sities and payment of fixed obligations. They differ 
from other fixed obligations, however, in that they 
add to individual net worth. Insurance payments 
yield additions to the asset side of the balance sheet; 
debt repayment reduces the liability side. 


THEY LACK FLEXIBILITY 


Over the short run at least, contractual saving tends 
to have a lower income-elasticity than other saving 
types. Bank deposits and currency holdings, or new 
purchases of securities for example, respond more 
readily to income changes than do debt repayment 
obligations or insurance premiums. This is particu- 
larly significant in the case of reductions in income, 
when contractual obligations, which remain fixed in 
dollar amount, tend to rise as a proportion of total 
outlays, and reduce consumers’ current purchasing 
power. For the businessman interested in courting 
the consumer’s dollar, the level of personal contractual 
saving is thus a matter of some importance. 

Unfortunately, data on contractual saving are frag- 
mentary and crude. Available debt repayment series, 
for example, include interest and service charges, 
prepayments, and refinancing as well as regular amor- 
tization payments. However, rough estimates of the 
volume of life insurance premiums, and of consumer 
instalment and mortgage debt amortization, indicate 
that these saving forms have grown in the postwar 
period, both in absolute terms and in relation to dis- 
posable personal income.1 Between 1946 and 1953, 
the annual level of contractual saving rose from 
roughly 9% of post-tax personal income to about 
15%. 

While consumer contractual saving has grown un- 
evenly during the years following the close of World 
War II, it has never stopped increasing, even in 
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periods such as 1947 and 1949, when the total personal 
saving rate declined. Early in 1954, the total personal 
saving rate evidently turned downward again. Ac- 
cording to the Department of Commerce, individuals 
saved at a seasonally adjusted annual rate of 7.8% of 
disposable personal income in the second quarter of 
this year, as compared with a rate of 8.67% in the pre- 
ceding six months. Based on available evidence, 
however, the contractual saving rate was well main- 
tained. 

In recent years, the total personal saving rate has 
significantly exceeded the pre-World War II average 
rate. As opposed to the 7.8% rate in the second quar- 
ter of this year, for example, the 1939 rate was only 
about 4%. Contractual consumer saving, however, 
appears to have stabilized at a level very close to that 
prevailing before the start of World War II. Rough 
estimates of life insurance premium payments and 
consumer debt amortization indicate that such fixed 
saving forms constituted about 14% of disposable 
personal income in 1939. In 1952 and 1953, they 
accounted for about 15% of disposable income. While 
data are lacking on which to base similar percentages 
for the current year, such series as are available? 
would seem to indicate that relative to disposable per- 


1Data on disposable personal income are from Department of Com- 
merce tabulations, which include, in addition to consumer receipts, 
those of the rest of the noncorporate sector. Information on mortgage 
amortization payments is based on rough estimates derived from 
Federal Reserve analyses. Prepayments, refinancing, service and 
interest charges are excluded, and only the mortgage debt of the 
consumer sector is covered. Instalment debt retirement data used in 
this analysis also exclude estimated interest and service charges. 
Since all debt data are based on crude estimates, they are inexact 
in dollar magnitude, and are indicative of trend only. 

Total contractual savings used in this discussion are restricted to 
contractual savings of the consumer sector. A complete count of 
contractual saving for the personal sector, comparable to the Com- 
merce Department’s disposable personal income data, would include 
debt retirement of the entire noncorporate sector. Thus, in addition 
to various types of consumer debt, amortization of debts of un- 
incorporated businesses and farms would be included in the fixed 
saving count. Satisfactory estimates for amortization of unincor- 
porated business and farm debt are not available. 

As part of this year’s Survey of Consumer Finances, the Federal 
Reserve Board tabulated data on the “fixed commitments” of 
consumer spending units in early 1954. The Federal Reserve con- 
cept includes rent, property taxes, payments on mortgage and 
instalment debt, life insurance, social security and pension funds. 
On this basis, which includes nonsaving commitments, the median 
ratio of fixed commitments to income was found to be 22%, 

*This appraisal of the 1954 behavior of contractual savings is based 
on the Federal Reserve consumer instalment credit repayment series, 
mortgage retirements derived from Home Loan Bank Board data, 
and private insurance savings shown in the Securities and Exchange 
Commission liquid savings reports. None of these series is a ‘pure’ 
measure of contractual saving of its type. It is probable, however, 


that they’move similarly to the contractual saving components which 
they include. 
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sonal income, the current rate of total consumer con- 
tractual saving, in terms of proportions of after-tax 
income, has shown no marked change from the levels 
of the preceding two years. 

These figures lend no support to the frequently 
voiced opinion that the explanation for the high sav- 
ing rate in recent years lies in the high rate of forced 
saving on fixed obligations. In fact, purely con- 
tractual payments—exclusive of voluntary prepay- 
ments, refinances, etc—seem to take only a slightly 
larger share of income than in prewar years, as com- 
pared with the substantial increase in the net personal 
saving rate. 


Consumer Contractual Savings as a Per Cent of 
Disposable Personal Income 


INSTALMENT 
DEBT 
REPAYMENT 


LIFE INSURANCE 
PREMIUMS 


es? 
oo oe ees ee 


HOME MORTGAGE 
AMORTIZATION 
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Sources: Federal Reserve Board; Institute of Life Insurance; 
Department of Commerce; The Conference Board 
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The same figures also suggest that contractual sav- 

ing tends to stabilize over the long run, as well as 
over shorter periods. This long-run stability is not in 
terms of absolute dollar levels, but as a proportion of 
income. 
Over a shorter period, when contractual saving 
forms resist any immediate adjustment to changes 
in income, their stability appears in terms of dollar 
levels, and their relationship to income can vary 
widely. 


A LOOK AT THE COMPONENTS 


Although the rate of total contractual saving has 
grown steadily since 1946, the separate components of 
this saving figure have not behaved uniformly. Con- 
tractual saving is not a homogeneous entity: its vari- 
ous forms differ in function and meaning for the indi- 
vidual saver. 

Despite the rapid growth of home ownership in the 
post-World War II period, the relationship of con- 
sumer fixed amortization payments to disposable per- 
sonal income has fluctuated little. Since 1946, such 
payments have varied between 1.3% and 1.4% of 
post-tax income receipts. They are thus down some- 
what from 1939, when they accounted for roughly 
1.7% of spendable income. This lowered percentage 
is largely the result of the long-term amortization 
provisions of postwar mortgage loans, combined with 
the rapid postwar rise in incomes. 

In the postwar period, the burden of consumer in- 
stalment debt repayment (exclusive of interest and 
service charges) increased steadily from 4% of spend- 
able income in 1946 to somewhat under 10% in 1953. 
In the current year, although retirements have ex- 
ceeded 1953 levels, their growth appears to have come 
to a halt. 

In both the first and second quarters of 1954, 
retirements accounted for about 10% of post-tax in- 
come receipts. As a percentage of spendable income, 
current instalment debt retirements are substantially 
above their prewar level: in 1939, retirement of con- 
sumer instalment debt accounted for only 7% of dis- 
posable personal income. 

Since the close of World War II, consumer con- 
tractual saving in the form of insurance payments 
has increased rapidly in dollar amount, and slowly in 
relation to disposable personal income. Despite their 
growth, however, they are still somewhat below their 
1939 relationship to income. Life insurance premium 
payments accounted for about 5% of spendable in- 


\Mortgage repayment data used in this analysis include only 
amounts going toward reduction of principal. If interest is added 
to regular consumer mortgage debt payments, consumer mortgage 
debt service, as a percentage of disposable personal income, is 
somewhat closer to the comparable prewar figure. Postwar interest 
charges have comprised a growing proportion of total consumer 
mortgage debt service charges, apparently because of the relative 
newness of most outstanding home mortgages. In the early period 
of mortgage debt retirement, a large part of each scheduled payment 
is for interest rather than reduction of principal. 
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comes in 1939, and approximately 4% in the current 
period. 

Contractual saving media are among the various 
equity classification changes which enter into the per- 
sonal saving aggregates published by the Department 
of Commerce. While total contractual saving, as 
measured here, takes as much as 15% of total dis- 
posable income, the total personal saving rate, as 
measured by the Department of Commerce, is only 
about 8% of disposable income. The contractual sav- 
ing concept used here is a gross flow of saving; addi- 
tions to savings resulting from debt retirements and 
insurance payments have been more than offset, in 
the postwar years, by subtractions in the form of new 
consumer borrowing. 

While such new debt incurrence has enlarged the 
consumer’s current spending potential, it has also cre- 
ated fixed charges against future income receipts. 
The effect of these charges on future consumption 
expenditures will depend in large degree on the course 
of personal incomes. 

BELLA SHAPIRO 
Division of Business Economics 


ECONOMIC NOTES 


Food Feeds the Dollar Shortage 


“One of the most important categories of commodities 
for which the rest of the free world has increased its de- 
pendence upon the dollar area is foodstuffs. 

“United States exports of crude foodstuffs in 1951-1952 
were 400% above the volume exported in the period 1936- 
1938, and manufactured foodstuffs were more than 150% 
over the prewar volume. 

“It is estimated that the volume of world grain exports 
(exclusive of rice) was 40 million tons for 1951-52, of 
which 25 million tons was supplied by the United States and 
Canada. Before the war these two countries supplied only 
7 million tons out of total world exports of grains of 32 
million tons. 

“This growing reliance by the rest of the world on United 
States and Canadian grain accounted for about $2 billion of 
the world’s dollar deficit. 

“The increased dependence of the rest of the world on 
foodstuffs produced in the dollar area reflects in considerable 
part, at least, a shift in the structure of production in the 
nondollar world. 

“In 1951, world industrial production (exclusive of the 
United States and the U.S.S.R.) was about 34% above the 
1937-1938 level, while industrial production in the OEEC 
[Organization for European Economic Cooperation] coun- 
tries was 40% above prewar totals. 

“On the other hand, food production in Asia in 1950-1951 
was only slightly above the prewar level while population 


had increased by 20%; in Latin America, food production 
had increased 22% above prewar by 1951-1952, but popu- 
lation had increased 36%. 

“These figures indicate why Western Europe has had to 
shift purchases of grain and other foodstuffs from nondollar 
to dollar sources. Of course a part of this shift may be 
attributed to the decline of East-West trade, but Western 
Europe’s imports of foodstuffs from nondollar countries of 
the free world have also declined. . . . 

“Tt seems reasonable to believe that had a larger portion 
of the capital investment in the underdeveloped countries 
been devoted to agriculture and had agricultural prices been 
higher relative to those of protected industrial products, 
the world’s dollar problem would have been closer to a 
solution than it is today.”—Raymond F. Mikesell, “Foreign 
Exchange in the Postwar World,” Twentieth Century Pund, 
New York, 1954, pp. 429 and 430. 


Some Doubts of a Keynesian 


“T had luncheon in the offices of the Federal Reserve Bank 
of New York in August, 1930. I was a youthful enthusiast, 
green and callow, no doubt, urginng with all the force at my 
command the Hawtrey doctrine. 

“¥ named a figure of $1,000 million as an appropriate pur- 
chase of United States securities over and above what had 
so far been done. I urged what Keynes was already saying 
in England that, if the slump was allowed to gather further 
momentum, it was likely to bring in its wake something 
worse than monetary bankruptcy; namely, political up- 
heaval and social revolution. 

“I was surprised at the attention paid by the top-ranking 
officials of the Bank to one so young. They raised various 
objections of the usual kind. But before the interview was 
over, they had come clean. They agreed with me; what I 
said was precisely what they wanted to do; but they could 
not do it, because they could not secure agreement from the 
banks of the interior. The reconstitution of the open market 
committee had caused a shift of power, and the Bank of 
New York was no longer able to collect enough support to 
carry the day in the committee. ... 

“The purchases were not made. Such an experiment was 
carried out in the summer of 1932, when $1,100 million worth 
of United States securities was purchased in the course of 
eleven weeks. But by then the situation had degenerated out 
of recognition, and it could not be hoped that the experiment 
would have the success that it might have had two years 
earlier. 

“Would the monetary weapon have indeed been strong 
enough to counteract the depressive forces of that time? If 
the Federal Reserve System had in the summer of 1930 pur- 
chased $1,000 million worth of securities, or, maybe, $2,000 
million worth—these sums are not large in comparison with 
subsequent developments—would this have prevented the 
progressive deterioration in the United States during the 
following years? 

“Had it done that, it would thereby have prevented the 
progressive deterioration in the world as a whole, would have 
prevented also the rise of the Nazis to power and the Second 
World War. But would it indeed have prevented the de- 
terioration in the United States? I am not so confident now 
as I was then.”—Roy Harrod, “The Dollar.’ Macmillan & 
Company, Ltd., London, 1953, pp. 65 and 66. 
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SELECTED BUSINESS INDICATORS 


Percentage Change 
Latest Month | Latest Month 


Item Unit 


Augustp July June August over over 
Month Ago Year Ago 
Production and Business Activity— 

Industrial production total (S)............. 1947-49 = 100 124 124 124 136 0 -8.8 
Durable goods (S)............0.eeceeeeee 1947-49 = 100 135 |r 134 }r 134 157 | +0.7 -14.0 
Nondurable goods (S).................-. 1947-49 = 100 116 |r 115 ]r 115 119 +0.9 —2.5 
Minerale (S)isteree sm: necktie die eileen ere || 1947-49 = 100 lll |r 113 |r 114 119 —1.8 -6.7 

Consumer durables (S)!..............0000: 1947-49 = 100 116 |r 118 |r 119 129 -1.7 -10.1 

Machine tools’....................00- 1945-47 = 100 202.9 |r 205.7 276.3 299.6 -1.4 —o200) 

Construction contracts awarded, residential? million dollars 693 745 720 508 -7.0 +36.4 

Construction contracts awarded, other®..... million dollars 880 1,091 1,013 893 -19.3 -1.5 

Retail sales (S).............. ay EPR cea million dollars n.a 14,272 14,439 14,469 -1.2 -1.4 

Retail inventories (S)4................000. million dollars n.a 22,408 22,600 22,743; -0.8 -1.5 

Department store sales (S)................ 1947-49 = 100 112 |r 112 112 112 0 0 

Department store inventories (S)‘...... ....|] 1947-49 = 100 n.a 124 122 130 +1.6 -4 6 

Manufacturing sales (S)............... ....|| million dollars 23,700 |r 24,100 |r 24,250 25,067 -1.7 -5.5 

Manufacturing inventories (S)‘......... .--|| million dollars 43,900 |r 44,200 |r 44,526 46,888 -0.7 -6.4 

Manufacturing new orders (S)............. million dollars 22,700 |r 22,600 |r 22,876 22,339 +0.4 +1.6 

Manufacturing unfilled orders*............. million dollars 47,300 |r 48,300 |r 48,855 70,115 -2.1 -32.5 

Carloadings, total. ......... 0. cece eee eee thousand cars 678 656 678 806 +3. 4 -15.9 

Carloadings, miscellaneous®................ thousand cars 337 324 337 388 +4.0 -13.1 

Prices, Wages, Employment— 

Basic commodity prices®.................. 1947-49 =100 91.2 91.5 92.3 88.8 -0.3 +2.7 

Wholesale Cornaioniey prices, all........... 1947-49 = 100 110.5 110.4 110.0 110.6 +0.1 -0.1 
CAIN ARR Tet ack Gis faite cecil ns ceed 1947-49 = 100 95.7 96.2 \r 94.8 96.4 +0.5 -0.7 
LinG DCTEUTS Bros ecekeees bate a ere ciometeec os ae 1947-49 = 100 114.4 114.3 114.2 114.9 +0.1 -0.4 

Consumers’ price AIG OX Se havc, caters Sam arama race 1947-49 = 100 115.0 115.2 115.1 115.0 +0.1 0 

Farm parity price ratio................... 1910-14 = 100 89 88 88 91 +1.1 -2.2 

Non-agricultural employment.............. thousands 55,349* 54,661* 54,4°70* 56,134 +1.3 n.a. 

Unemployment... ...............0 22 eee eee thousands 3,245 * 3,346* 3,347 * 1,240 -3.0 n.a. 

Factory employment..................... thousands 12,478 |r 12,233 |r 12,480 14,070 +2.0 -11.3 

Average weekly hours worked, manuf’ing. . number 39.7 39.4 39.6 40.5 +0.8 -2.0 

Average hourly earnings, manufacturing Diao dollars 1.79 1.80 1.81 hey -0.6 +1.1 

Personal income (S)’............200.-2e008 billion dollars n.a. 286.5 |r 286.5 288 . 2a 0 -0.6 

Finance and Government— 

Bank debits, outside New York City®....... mnillion dollars 61,683 62,148 64,657 58,913 -0.7 +4.7 

Business loans’.............0c0ccceececees tuillion dollars 20,783 21,614 91,785 22,886 -3.8 -9 2 

Consumer instalment credit outstanding’. ..|] million dollars 21,310 21,246 |r 21,122 21,218 +0.3 +0.4 

Privately held money supply’ erent ae ects billion dollars n.@. 200.6 198.7 193.04 +1.0 +3.9 

Federal budget receipts................-+: million dollars 3,911 2,827 10,539 4,378 +38.3 -10.7 

Federal budget expenditures............... million dollars 6,731 4,827 7,115 6,018 +39.4 +11.8 

Defense expenditures...................: |] million dollars 3,532 3,193 4,832 4,063 +10.6 -13.1 

Federal budget surplus or deficit, cumulative" million dollars —4,820 —2,000 —3,029 3,352 ys 

1Qutput of major consumer durables SAvel of 22 daily spot market prices aJuly, 1953 n.a.Not available 

2Shipments 7Annual rate pPreliminary rRevised 

587 eastern states 8338 centers S Adjusted for seasonal variation 

‘End of month %Average of Wednesday figures *1954 data based upon new sample; not directly comparable to earlier data 

Average weekly From July 1 to end of month indicated 


ion of American Railroads; Bureau of Agricultural Economics; Bureau of Labor Statistics; Department of Commerce; F. W. Dodge Corp.; Federal Reserve; 


Sources: Associati 
National Machine Tool Builders Association; Treasury Department; Taz Conrsexncn BoagD 
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SOCIAL SECURITY EXPANDED 


d Pies SECOND major expansion in our social 
security program in the span of five years was 
enacted by the 83rd Congress. But aside from protect- 
ing the benefit rights of persons who become disabled 
before reaching retirement age, the 1954 amend- 
ments make no basic changes in the Social Security 
Act. They build upon the existing structure by 
covering additional groups of employees, raising bene- 
fit amounts payable, liberalizing the provisions re- 
lating to earnings after retirement, and increasing 
the taxable annual earnings base. The underlying 
approach to security for the aged—social insurance 
plus public assistance—was kept intact, and the many 
proposals for revamping it were rejected both by the 
Administration and Congress. 


Ten Million More Covered 


Most of the 10 million persons to be brought into 
the system starting January 1, 1955, are self-employed 
farm operators and state and local government em- 
ployees (other than policemen and firemen). Other 
groups include ministers and members of religious 
orders; self-employed architects, engineers, account- 
ants and funeral directors; and additional farm work- 
ers and domestic workers. 

The major groups that are still excluded from the 
program are such self-employed professional persons 
as doctors, dentists and lawyers, members of the 
Armed Forces, most federal civilian employees, and 
policemen and firemen covered by a state or local gov- 
ernment retirement system. 


Raises for Present Beneficiaries 


The checks mailed out during the first week in 
October to the 3.5-million retired workers already 
on the benefit rolls were increased over amounts 
mailed the month before by means of a conversion 
table, which is summarized as follows: 


Previous Primary New Primary 
Insurance Account Insurance Account 
$25 .00 $30 .00 
80.00 $5 .00 
40 .00 45 .00 
50.00 55 .00 
60.00 65.10 
70.00 78.50 
80.00 91.90 
85 .00 98 .50 


Dependents’ and survivors’ monthly benefits, which 
are currently going to about 3 million persons, are be- 


1These proposals were reviewed in “Social Security Reappraised,”’ 
The Business Record, June, 1958. 


ing increased automatically in line with the increase 
for retired workers, since they are computed as per- 
centages of the primary insurance amount. A wife 
aged sixty-five or over, for example, continues to get 
one half of her retired husband’s benefit. Thus an 
aged couple who formerly received maximum com- 
bined benefits of $127.50 now receives $147.75. 


INCREASES FOR FUTURE BENEFICIARIES 


From now on, the primary insurance amount—the 
benefit going to the retired worker himself—will be 
computed as 55% of the first $110 of average monthly 
wage, plus 20% of the next $240. The revised formula 
applies only to average earnings computed over the 
period since 1950 and to workers eligible for the drop- 
out, which is explained below. Where the benefit 
would be larger under the original formula plus con- 
version table, the individual will receive the larger 
benefit. 

When applied to an average monthly wage of $300, 
the new formula yields a monthly benefit of $98.50, 
the same amount as may be derived from the conver- 
sion table. This is the maximum payment that can 
be received by persons retiring on the basis of wages 
earned through December, 1954, since the covered 
earnings base is $3,600 a year through 1954.1 Com- 
mencing January 1, 1955, however, total annual earn- 
ings on which both contributions and benefits are 
based will be $4,200 a year ($350 a month). So, for 
persons retiring after the first quarter of 1955, the 
maximum may rise above $98.50, and it may come to 
as much as $108.50 from July, 1956, on. 


The Dropout Provisions 


When the Social Security Act was amended in 1950, 
a “new start” was provided to allow additional persons 
to qualify for benefits. Retired persons then on the 
rolls had their benefits raised by means of a conversion 
table, while future beneficiaries were allowed the 
choice of calculating benefits on either the period 
elapsing after December, 1936, or after December, 
1950. Rather than provide another “new start,” the 
1954 amendments contain a “dropout,” which allows 
an individual to ignore a period up to five years dur- 
ing which his covered wages were lowest (or non- 
existent) in the computation of his average monthly 
wage to which the benefit formula applies. 

Prior to the 1954 amendments, the average monthly 


‘For the period 1951-1954, the maximum amount of covered earn 
ings considered for both tax and benefit i j 
For 1937-1950, it was $3,000 a year. ii Net ep he S 
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wage was computed by adding together all taxable 
wages earned in jobs covered by Social Security either 
between January 1, 1937, or January 1, 1951, and re- 
tirement, and dividing this sum by all the months 
within that period. Under this arrangement, persons 
coming under coverage on January 1, 1955, would be 
under a severe handicap: for the years 1951-1954, 
zero wages would be added to the numerator, while 
forty-eight months would have to be added to the de- 
nominator, in the computation of the average monthly 
wage. But under the dropout provision, these 
forty-eight months may generally be ignored for 
persons who first become eligible for benefits after 
August, 1954, or who have at least six quarters of cov- 
erage after June, 1953. An additional twelve months 
may be ignored for persons who also have a total of 
twenty quarters of coverage acquired at any time. 


The Disability Freeze Provision 


Another provision in the new law affecting the 
average monthly wage computation is one which re- 
moves periods of extended total disability from it by 
a device similar to the “waiver of premium” in private 
insurance. This provision freezes the old-age and sur- 
vivors’ insurance status for periods of six months or 
more during which a person is unable to work because 
of physical or mental impairment:that can be expected 
to result in death or be of long-continued and indefi- 
nite duration. To qualify for the freeze, the person 
must have at least twenty quarters of coverage out of 
the last forty, including six out of the last thirteen be- 
fore the disability began, and he must file an applica- 
tion for a “determination of disability.” These deter- 
minations will mostly be handled by the state agencies 
administering the Vocational Rehabilitation Act. 

January 1, 1955, is the earliest date a disability 
freeze application can be accepted. However, the 
advantages of the freeze provision may accrue to 
disabled persons already on the benefit rolls. Until 
July, 1, 1957, the determination application can estab- 
lish a period of disability beginning on the earliest 
date the individual was disabled and met the covered, 
work requirements. If the application is approved, 
the benefit amount will be recomputed on a basis 
which excludes the period of disablement. 


- An Easier Retirement Test 


The 1954 amendments reduce from seventy-five to 
seventy-two the age at which a person may receive old- 
age insurance benefits no matter how much other in- 
come he has. And they allow a person between sixty- 
five and seventy-two to supplement his benefits with 
income up to $1,200 from either wages or self-employ- 
ment, or the two combined. The former income limit 
was $900, but for wage earners it was considered on a 
monthly basis, with covered wages in excess of $75 a 
month cause for benefits to be withheld that month. 
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Not: only does the new law increase the annual ex- 
empt amount, but it also eliminates the “all or none” 
monthly test. One month’s benefit will be withheld 
from the individual for each $80 in excess of $1,200 
received as compensation in a year. For example, if 
a person earns $125 a month throughout a year, he will 
lose only four months’ benefits, in contrast to losing 
all twelve under previous law. Or if he is able to get 
seasonal work during the three summer months at pay 
of $200 a month, he will not lose any benefits, whereas 
under previous law he would have lost benefits for 
those three months. 

Wages and self-employment earnings will be consid- 
ered together under the new retirement test provision, 
and earnings from any type of employment or self- 
employment whether or not it is covered by the system 
will be considered in determining exempt earnings. 


FINANCING THE HIGHER COSTS 


Benefit liberalizations necessarily mean higher costs, 
and higher costs mean that additional income must 
be provided. This is accomplished in two ways by the 
1954 amendments: (1) by raising the taxable earnings 
base from $3,600 to $4,200 as of the beginning of next 
year; and (2) by adjusting upwards the long-range 
schedule of old-age and survivors’ insurance contribu- 
tions. 

The new rates will be one and one-half times as 
much for the self-employed and as follows each for 
the employer and employee: 


LOSE BO ee ee ea ka @%, 
{OUOGA RaW ee pee ee Ql4 
196569 xc atte, ne MR ee, cee 
ne, eee en me 3% 
1975’and atter 5 o.c1-stes cee ae oa eee 4 


Only for the years after 1969 do they differ from 
the previous schedule. However, owing to the boost 
in the tax base, an employee with annual earnings of 
$4,200 or more will pay $12 more next year, and his 
employer will also pay $12 more. Self-employed per- 
sons earning up to $4,200 will pay $18 more. 


The Future of the Trust Fund 


Assets in the old-age and survivors’ insurance trust 
fund currently exceed $20 billion. The 1954 amend- 
ments anticipate future growth, but the exact amount 
depends upon many factors that are difficult to de- 
termine. Accordingly, the actuary for the Social 
Security Administration has prepared projections on 
a range basis.t 


1Both the low-cost and high-cost estimates are based on economic 
assumptions intended to represent close to full employment, with 
average annual earnings at about the level prevailing in 1951-1952. 
The possible variations are in fertility rates, mortality rates, retire- 
ment rates, remarriage rates, and so forth. For a fuller discussion 
of estimated costs, as well as a more detailed analysis of the new Jaw, 
see Wilbur J. Cohen, Robert M. Ball and Robert J. Myers, “The 
Social Security Amendments of 1954,” in the Social Security Bulletin, 
September, 1954, Social Security Administration, Government 
Printing Office, Washington, 1954. 
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Under the low-cost estimate, the trust fund will 
build up quite rapidly, and even some fifty years 
hence, when it has reached about $180 billion in mag- 
nitude, it will be growing at a rate of about $6 billion 
per year. On the other hand under the high-cost esti- 
mate, the trust fund will build up to a maximum of 
about $30 billion by 1980, but it will decrease there- 
after until it is exhausted in 1995. 

The intermediate-cost estimate shown below was 
derived by averaging the low-cost and_ high-cost 
estimates: ! 


Benefit Interest Fund at 
Year Contributions Payments on Fund End of Year 
Billions of Dollars 

1 Yay. a peat oe eee 5.2 3.6 0.5 Q1.1 
TOGO? Met eis Aes 7.8 7.5 0.6 26.1 
LOO Steves. Ss threat 12.5 11.3 0.8 33 .6 
OBOE ae ces aris 16.0 15.1 Leo 54.9 
W900 or. eee es 17.2 18.3 1.5 64.3 
2000 SESE ee ee 18.7 19.8 1.5 65.1 
CA) 4 Vineee ee ee 20.8 25.7 1.3 52.1 


According to this estimate, contribution income, plus 
interest, will exceed benefit disbursements for the next 
half century. The fund will reach a maximum of $70 
billion in the year 2011, and then decrease thereafter 
until exhausted in the year 2031. 

Taking a much shorter view, it is interesting to note 
that benefit payments in 1960 may be about $7.5 
billion. This represents 444% of taxable payroll, and is 
more than double the amount the old-age and sur- 
vivors’ insurance system will spend this year. 


Mirtam Civic 
Division of Business Economics 


1According to the actuary: ‘‘This intermediate-cost estimate may 
not represent the most probable estimate; it is impossible to develop 
any such figures. Rather, . . . [it] has been set down as a conve- 
nient and readily available single set of figures to use for comparative 
purposes.” Interest is assumed to be 2.4% in the table shown. 


ECONOMIC NOTES 


More of the Same Needed! 


“The demand for credit is expected to rise in the second 
half. Treasury cash borrowing needs are officially estimated 
at $10 billion. And private borrowing could increase by 
several billion if bank loans follow the usual seasonal pattern, 
and if the rise in mortgages and corporate security flotations 
continues. 

“The recent reduction in bank reserve requirements falls 
short—by one fourth or more—of assuring that all these 
demands can be met without tightening credit. However, 
if it so desires, the Federal Reserve can provide funds by open 
market purchases of government securities, as it has since 
mid-1953. Short of new and unforeseen developments, the 


indications are that the necessary steps will be taken to pro- 
vide the credit needed to support the economy.”—“Business 
in Brief’’—The Chase National Bank. 


Businessmen and the EPT 


“In anticipation of the scheduled statutory expiration of 
the excess-profits tax in 1953, the writers conducted personal 
interviews in the spring of that year with leading industrial- 
ists of the Rocky Mountain Region whose firms currently 
were subject to the tax. On the basis of information obtained 
from these business executives regarding the manner in which 
they believed the tax had influenced their individual invest- 
ment, financing, inventory, price, and general expenditure 
policies, a detailed questionnaire was devised in order to 
cover the relationship of the excess-profits tax to these five 
areas of decision-making. This questionnaire was sent to 
approximately 1,000 corporations representative of mining, 
contract construction, durable and nondurable manufac- 
turers, wholesale and retail trade, and service industries. 
The basic list was selected at random in Moody’s Industrials, 
1953, as having paid an excess-profits tax during the three 
years 1950-1952. More than 200 firms responded to the 
questionnaire, of which 190 replies were sufficiently complete 
and detailed to be usable for the study. 

“Question I—Did the EPT affect the level of expenditures 
on new plant and equipment during the period of 1950-1952? 


“Perhaps the most important single finding on this ques- 
tion is that 60% of the responding firms, or 111 of the 186 
which replied, stated that the imposition of the excess- 
profits tax during the Korean war period had no effect wpon 
the level of their investment expenditures on new plant and 
equipment. In contrast, only 37% reported decreased expen- 
ditures; while 3% stated that the tax actually induced 
increased expenditures. 


“Question II—Did the EPT affect the method of financ- 
ing plant and equipment expenditures during the period of 
1950-1952? 

“In response to this question more than three fourths of 
the firms, or 144 of the 185 which replied, stated the tax 
did not influence their manner of financing plant and equip- 
ment expenditures made during the period of the Korean 
war. Not only was the number of “no effect” replies with 
regard to the manner of financing greater than the number 
for the level of the investment, but also there was less 
variability in the responses. . . . Evidently the manner of 
financing is even less subject to direct tax influence than 
decisions regarding the level of investment. 


“Question III—Will the expiration of the EPT affect the 
level of planned plant and equipment expenditures for 19542 

“The replies to this question indicate that the anticipated 
effect of the expiration of the tax on the level of planned 
investment was even less than the reported effect of the 
actual imposition of the tax. More than 73% of the firms, 
127 of the 173 respondents, said the impending termination 
would exert no influence upon their planned investment for 
1954, in contrast to the 60% that said the tax had no 
effect upon such spending in 1950-1952. It appears that 
businessmen considered being relieved of the tax less signifi- 
cant than its imposition. 


“Question IV—Will the expiration of the EPT affect 
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the method of financing planned plant and equipment 
expenditures for 1954? 

“In reply to this question, 82%, or 145 of the 177 respond- 
ents, said the expiration of EPT would not influence their 
manner of financing planned capital expenditures in 1954. 
This is the highest “no effect” response to any of the four 
major questions raised with regard to investment policy. 
It is quite apparent that on the basis of these replies, relief 
from this type of tax burden should have only a negligible 
effect in this area of managerial decision-making.” 

Source: James E. Dugan and Reuben A. Zubrow, “The 
Influence of the Excess Profits Tax on Business Decisions 
To Invest,” National Tax Journal, September, 1954, pp. 243- 
249. 


Business Forecasts 


(Continued from page 415) 


son Company (in an address before the School of Consumer 
Banking, August 17)—“Much of the pessimism for 1954- 
1955 is predicated on expected cutbacks in federal cash 
expenditures for defense. It is not generally realized that 
it would take an increase of only 144% in the consumer 
standard of living to offset this decline in 1954-1955. Federal 
cash outlays for the calendar year 1953 were $76.5 billion 
and for 1954 are expected to be about $73 billion—a drop 
of $3.5 billion. Consumer purchases, from the 1953 level 
of $230 billion, would need to increase only 142% to offset 
this much of a drop. Just a 5% increase in living standards 
could offset more than a $10 million cut in defense expendi- 
tures—a far deeper cut than is now contemplated... . Instead 
of the widely predicted depression, my analysis of our present 
productive ability and consumer purchasing power points to 
just the opposite—to an immediate opportunity for a 10% 
increase in sales of consumer goods and services and thus in 
our standard of living within the next one and one-half 
years. And this 10% increase by the end of 1955 in consumer 
demand for goods and services could have a truly magical 
effect on government finances and lowered tax rates; on our 
ability to provide a strong defense; and on industrial markets 
through stimulating needs for further improvement in pro- 
ductive facilities.” 


Automobiles 


Automotive News (September 6) —“ ‘Bigger and better,’ 
say automotive economists and analysts in discussing the 
new-car market for 1955 and the years beyond. 

“The consensus, as determined by an Automotive News 
survey, is that sales next year will be about the same as in 
1954. Some see an upturn in mid-1955. 

“Then they will increase 2% to 3% a year through the rest 
of this decade, say the researchers, and spurt upward in the 
Sixties, with average annual sales zooming above 6 million 
cars in that ten-year period. 

“More conservative analysts, however, see a somewhat 
less spectacular gain, but a gain nevertheless. They see ‘no 
sharp change’ in the Fifties, with the average annual market 
‘in excess of 5 million’ in the 1960’s. 

“Tt should be kept in mind that market forecasts are 
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worked out on the basis of current economic conditions, 
which can be subject to sudden change, such as recessions or 
warfare. Furthermore, sales policies and dealer problems are 
incidental to analysts’ predictions.” 


Agriculture 


Federal Reserve Bank of Chicago (in Business Conditions, 
September, 1954) —“Total [agricultural] cash receipts this 
year will be down 3% to 5% from 1953, according to various 
estimates, and the second-half comparison with last year will 
be less favorable than the first half. Second-half receipts, it 
should be noted, account for about 60% of the year’s total. 


“Currently, heavier marketings of hogs and cattle are 
causing downward price adjustments. Livestock prices are 
not directly affected by support programs. Among the basic 
crops, receipts from wheat and cotton will also be appreciably 
lower because of reduced acreage and large stocks accumu- 
lated from previous years. 


“The downtrend in income has restricted farmer buying 
of machinery and equipment and this situation is likely to 
continue into 1955. Furthermore, farmers may become in- 
creasingly reluctant to draw upon their liquid asset holdings. 
The farm sector must be included in any list of industries 
which continue weak in the face of over-all stability.” 

Earl L. Butz, Assistant Secretary of Agriculture (in a 
speech before the Trask Bridge Farmers Picnic, August 25) 
—‘“American agriculture is not on the financial rocks, or even 
near them. There is nothing . . . in the current economic 
picture to warrant the near panic attitude that some people 
have had toward the future of American agriculture. 


“American agriculture is still a good stable industry. And 
it always will be... .” 

Department of Agriculture (in The Wheat Situation, 
August 30)—“The build-up in carry-over stocks of wheat 
is expected to be materially slowed down in 1954-1955 and 
probably stopped in 1955-1956, on the basis of present pros- 
pects. As the result of acreage allotments and marketing 
quotas, production was reduced from 1,169 million bushels 
in 1953 to an estimated 978 million bushels in 1954, and may 
possibly be reduced another hundred million bushels or more 
in 1955. Even with these reductions in production, however, 
the carry-over on July 1, 1956, may still be close to 1 billion 
bushels, equal to a year’s production. 

“Because of the very large supplies of wheat, prices will 
continue to be maintained by the support programs. Prices 
to growers for the 1954 crop, which is supported at 90% of 
parity, may average about the same or slightly higher than 
the average of about $2.04 for the 1953 crop. The average 
for 1943-1952 was $1.85 per bushel.” 


Transportation 


Aviation Week (September 13)—“The United States 
scheduled airline industry is headed for early mass adoption 
of ‘fly now and pay later’ plans, pushed by traffic experts 
who predict that nothing short of a boom will result. 

“Air Traffic Conference, the airlines’ traffic organization, 
is expected to concentrate on working out a financing plan 
for the industry as a whole at its coming meeting, the first 
week in November. 


“But even if this fails, a major part of the industry has 
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moved forward with ‘pay later’ programs since Pan American 
World Airways started the ball rolling in mid-May.” 


Steel 


American Metal Market (September 11—‘“Steel opera- 
tions, currently depressed by the heaviest inventory liquida- 
tion in recent years, should rise to a satisfactory level in the 
final quarter of this year, according to one industry analysis. 


“Townsend-Greenspan & Company, economic consultants, 
said today that inventories of steel products had been re- 
duced more than a third from their peak in the third quarter 
last year. ‘Although further reductions will doubtless occur,’ 
the company report stated, ‘a slowing of the rate of run-off 
seems almost certain now that stocks are more closely in 
balance.’ 


“The report went on to say that this fact ‘plus an expected 
mild rise in steel consumption during the fourth quarter is 
apt to impart an upward pull to steel output.’ ” 


Construction 


Nicholas E. Peterson, vice-president, First National Bank, 
Boston (in an address before the Savings Banks Association 
of Maine, August 29) —“After eight years of record-breaking 
performance, the building boom will continue for at least 
the remainder of the year. Expenditures for new construction 
for the first seven months of the year aggregated more than 
$20 billion, or about 3% more than the year earlier. The 
chief props to the building boom are private residential 
building, state, and municipal building projects, and com- 
mercial and utility construction. The most stimulating forces 
behind the vigorous building activity are the Federal Reserve 
monetary relaxation and the liberality of down payments and 
mortgage maturities. ... 

“As to future prospects, many factors must be taken into 
consideration. Since the end of World War II, about 8 mil- 
lion housing units have been added, bringing the number 
of dwellings now in existence in this country to 49 million, 
or about one to every three persons, as compared with one 
to every four persons in 1940. While it is estimated that the 
rate of family formation will be on the decline for the next 
five years, this is in part offset by the fact that about 60% 
of American homes were built prior to 1930, and a good pro- 
portion are in need of repair and renovation. It is estimated 


that the amount being spent currently on home improvement 
and maintenance is at the annual rate of $6.5 billion. In 
order to provide accommodation for the growing population 
and a modest increase in housing space, in keeping with 
rising living standards, it is estimated that additional dwell- 
ing units averaging a million annually would be needed for 
the next seven years.” 

The Journal of Commerce (September 7)—“The cement 
industry expects to top last year’s record sales by at least 
5% to 7% during 1954, and many firms are predicting a 
further gain of up to 15% next year. 

“Even with the sharp expansion in production this year, 
which one industry leader estimates at 7 million barrels over 
the all-time high of 1953, supplies are extremely tight. 

“A crippling strike during the late spring months, which 
cost the industry 3 million barrels of cement, is partially 
responsible for the shortage in many areas. But the basic 
reason is an unprecedented demand coming from the high 
level of housing starts and the expansion in highway and 
industrial construction. 


“A marked gain in earnings of cement companies is indi- 
cated as a result of the expansion in volume. The industry 
has a high level of fixed costs, and as long as full capacity is 
being utilized, cement manufacturers say that earnings will 
continue to gain sharply.” 


Paper 


The Journal of Commerce (September 13)—National 
consumption of paper by 1980 will be four times greater than 
at present, reaching about 100 million tons a year, Franc C. 
Ash, president of Oswego Falls Corporation, Fulton, New 
York, forecast today. 

“Mr. Ash told the opening autumn meeting of the Kansas 
City, Kansas, Chamber of Commerce it takes a one-ton 
truckload of paper to supply the needs of an American family 
of five at the present time. 

“He said the nation’s per capita consumption of paper at 
present is twenty-eight times that of Russia and half again 
as much as Canada’s. 

“By 1980, Mr. Ash said, the American family of five 
will require a two and one-half ton truckload of paper, 
largely due to rapid development of new uses.” 
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